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PROSPECTUS 

(Par Value $1 Per Share) )?" 
Plan for the Sale of Restricted and Unrestricted Common Stock to Employees Who Perform Executive, 

Administrative or Supervisory Functions (the "Stock Purchase Plan"). 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE 

SECURITiES AND EXCHANGE CO!\fMISSION NOR HAS TilE COMMISSION 

PASSED UPON THE ACCURACY OR ADEQUAcY OF THIS PROSPECTUS. 

ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

~~~---~---~- - ---GAFCorporntion (tlie-"Comi;iany"f/5-olfering liy-tliiSProspecfiisnrnwmum-of 650,000 shares-~-­

of its Common Stock to those key employees of the Company and its subsidiaries who may from time 

:~-J 

t! 

to time be designated as eligible to purchase shares pursuant to the Stock Purchase Plan of the Com­

pany described in this Prospectus. This offer is made at the price and on the tenns and conditions 

contained in a letter agrP.Cment which will be entered into by the Company and the offeree at the 

time an offer is made. The Common Stock of the Company is listed on the New York Stock Exchange. 

The price cf shares issued as "Restricted Shares~ must be a\i least 50%, and the price of shares issued 

as "Unrestricted Shares" must be at least 80%, of the closifig price of the Company's Common Stock 

on the New York Stock Exchange on the last trading day (Jn which such stock was traded preceding 

the date on which an employee is designr.ted as one to whom such shares may be offered for sale. 

See "Description of Stock Purchase Plan." · 

The last reported sale price of the Common Stock bh the Consolidated Tape Network A on 

November 30, 1976 was $12.125 per share. 

This Prospectus is also applicable to any resale or offer of shares covered by the Plan by any 

purchaser or his transferee if it might be deemed, the Company not so conceding, that such purchaser 

or transferee may he an underwriter, as defined in tl1e Securities Act of 1933, with respect to such 

shares and if he might effectuate any s~lf- of such shares in circumstances requiring the delivf:ry of a 

prospectus. Any broker or dealer par~.~l,l.e~g in any such distribution may be deemed to be an 

underwriter within the meaning of su&:~eti''; 

If any of the shares covered by the Plan are reacquired by the Company from purchasers pursuant 

to the Plan, this Prospectus is also applicable to any offer or sale of such shares to the public by the 

Company on the New York Stock Exchange at then current market prices. 

The shares to which this Prospectus relates have been appr.oved for listing on the New York 

Stock Exchange, subject to official notice of issuance to the extent mit already issued. 

No person has been authorized by the Company to. give any infonnation or to make any repre­

sentations not contained in this Prospectus, and, if given or made, such information or representations 

must not be relied upon as having been so authorized This Prospectus does not constitute an offer of 

Common Stock in any State or other jurisdiction to any person to whom it is unlawful to lnake such 

offer in such State or other jurisdiction. 

The date of this Prospectus is December 29, 1976. 
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The Company has filed with the Securities and Exchange C-ommission, Washington, D.C. 20549 
a Registration Statement under the Securities Act of 1933 covering the shares of Common Stock to 
which this Prospectus relates. This Prospectus does not contain all the information set forth in the 
Registration Statement, certain portions of which have been omitted pursuant to the rules and regula­
tions of the Securities and Exchange Commission. The infonnation so omitted may be obtained in the 
Commission's principal office at 500 North Capitol Street, N.W., Washington, D.C. upon 'payment of 
the fees prescribed by the Commission. 
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Use of Proceeds . 
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The. Company is subject to the infQnnational requirements of the Securities Exchange Act of 1934 
and in accordance therewith . Iiles reports and other infonnation with the Securities and Exchange 
Commission. Infonnation concerning its directors and officers, their remuneration and options granted 
to them,,its principal holders of securities, and any material interests of any such persons in transactions 
with it, as of particular dates, is set forth in proxy statements distributed to its stockholders and liled 
with the Commission. Such reports, proxy statements and other information can be inspected at the 
Commission's principal office in Washington, D.C~ and copies of such material can be obtained from 
the Commission at prescribed rates. The Company's Common Stock is listed on the New York Stock 
Exchange, and reports, proxy material and other information concerning the Company also can be 
inspected at th~ library of the Exchange, 20 Broad Street, New York, New. York 10005. 

Except where otherwise indicated, this Prospectus speaks as of its date of issue. Statements con· 
tained in this Prospectus as to the contents of any document referred to ~!Ire not necessarily complete, 
and in each instance reference is made to the copy of the document Slea·as an exhibit to the Registra· 
tion.Statement, each such statement being qualilled in all respects by this reference. 
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GENERAL 
The Company was incorporated in Delaware in 1929 as American I.G. Chemical Corporation and 

crumgcd its name to General Aniline & Film Corporation in 1939 and to GAF Corporation in 1968. 
1\efcrcnccs to the Company, unless the context otherwise requires, include GAl~ Corporativn and It~ 
consolidated subsidiaries. 

Inl942 over !JOI;',o of the Company's then outstanding stock was vested by tl1e Federal Government 
in the Alien Property Custodian under the Trading with the Enemy Act After recapitalization of the 
Company in 1964, the stock owned by the Federal Government was sold in a public offering in 
March 1985. 

Since 1965, the Company has made n number of acquisitions pursuant to which it became engaged 
in the manufacturing, mining, distributing and selling of various building materials, resilient flooring 
and industrial products and expanded the scope of its traditionnl chemical, photographic products and 
reprographic business systems operations. 

.. ·:-,.. 

. ,( .... ' ,, .~ .. ' . .. / . 
USE OF' PR<>'CEEDS p- , . . .·. . ·• · , 

' ' -~~, :-· \\ _,-/ '· .. ·._ .. '\ fi . · . 
. The net proceeds from the sale by the Compan;~.Jri.~;time to time, o[ the• shares of Common 

Stock covered by this Prospectus will be added to the geii'eral funds of the Company. 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 
CONSOUDATED STATE~IEJiiT OF INCOIIIE 

The following five-year Consolidated Statement of Income has been examined by Haskins & Sells, inde­
pendent certified public accountants, whose opinion with respect thereto appears elsewhere in this Prospec· 
Ius. This statement should he read in conjunction witl• the other consolidated financial statements and the 
notes thereto included elsewhere in this Prospectus. 

-,----- Year Eoded December 31, 
1975 1974 1973 1972 

(NoiOB) (NoteD) -
Dollars in Thousands Except Per Share Amounts 

$964,421 $948,809 $848,886 $768,460 $683,762 Ne! Soles (Note E) ............................... . 
Costs and Expenses: 

1971 

Costs of products sold (Notes C, D and E) .. .. .. . .. 691,104 672,930 592,099 535,395 477,236 
Distribution and selling (Note E) . . . . . . . . . . . . . . . . 134,255 129,686 121,741 110,143 98,068 1 
Ad••crtisiog .. . .. .. .. . .. . . .. . .. .. .. .. . .. .. .. .. . 18,409 19,318 18,201~----16,697 __ 14,208~- :~---~~--~·~ 

~---~-~ ·-,---~~--nesearcb-and·developnlenr(Notei)-:-:-:-:-:-:-:::-:·:-:::-~15,272~~-~5,oii~~ 13,865 13,656 12,177 1· · : 
· " ! .. · Admiolstrallve and general ..•............. : . . . . . 45,6ll3 44,216 38,735 . · 34,446 31,192 · 

' ~· Interest (Note F) .. .. .. .. . . .. .. .. .. . .. .. . .. . .. . 16,555 16,79.'! 12,068 10,237 10,359 ! . 
\ · Operallng loss of dlsconUnued operallons (Note E) • • - · - - -. 4,343 · · 
' ' Total Costs and Expenses .. .. .. .. .. . .. .. .. .. 921,218 , 898,013 797,809 720,574 647,523 · , 

·.. .. '. Olber Income (Cbarges): · l · 
Gain on sale of technology and lcnow-ho·N (Note A) • 4,000 

Ollice relocation ellpenSes (Nole G) . . . . . . . .. . . . . • (659) (5,045) (261) I 

,,, ,:·· .. 

Cain on reacquisition of 5'l!o CODVertiblo notes • . . • . • 5,523 6,359 .. 
Phase-out of Linden dyestulf lUid pigment opemllons 

(Note H\ ................................ .. 
Other Income (ehargu)-" net (Note I) ......... . 

Total Other In<omo (Charges)- Net .•••..•. 
Income &tore Income Taxes and ExtraOrdinary Ilems .. . 
Income T&lei.(Notes J, 1 and 5} .............. · ..... . 
Income Before Extniordinary items (Note H) . , ....... . 
Emaordinary Items (Note E) ...................... .. 

(35) 

___1,,306 
46,509 
~~ 

36,946 

(1,721) 
(1,243} 
49,553 
21,038 

~ 

2,463 
·2,463 
50,349 
22,643 
27,706 

Net1ncome ................ ·, 'c . .:i'.................. $ 30,946 .. $ 28,517, $ 31,819 $ 27,706 
Earnings Applicable to ~num StOck: ·. 

Net IDOOIIUI ...... ,., ......................... .. 
Less preferred stock divldeud requirements ..• , ••.•• 

· Eamlngs ipplkable ID commmi stocl: .•••....•..•• 
Primary Earninp pa- Comntoli Share (Nole 1): 

.. Income before exlriordJnaly iteins ............... . 
E>draordinary items ..... : .. ................... . 
.Net income .................................. ! 

FUllY Diluted Eanilogs per COmmon Sbare (Nate i): 
Income before extraordinary items ..• , •••...• ·• , , , • 
Exbaardinary items ... :· .. ..................... . 
Net locome ............ , .................... .. 

Casb Dividends Declared: 
Per preferred share · ............... , ............. •. 
Per. common share ............................ .. 

Weilbted Avenge Number of Sluii-es of Common Stock 
·. Outstanding (in tiu?wauds) ................. , ~ , .. . 

. • Figure omitted because not dllutive, 

'30,946 
:1,835 

$ 27,311 

$1.79 

.$i.7i 
·= 
'$1.20 

$.52 
·= 

. 13,237, . 
. /; 

jj 
$ 28,5ll: 

3,70<! 
$ 24.8Hi\ 

$1.62' 

$1.62 = 
f.l.20 

.i .46 .. 
13,518~ 

= 

$ 31,819 $ 27,706 
3,726 3,759 

$ 28,093 . !. 23,947 

. $2.00 

·'· $1.74 

$1.74 :.-= 
$1.20 

$.42 
= 
13,831 

\\ 

$1.:,75 ·. 

$1;15 
= 
$1.49 

·:·~'A9, 

.; 
$1.20 

,, $ .40 = 
13,687 
=· 

1,403 
1,403 

37,642 
15,735 
21,907 
(8,433) 

$ 13,47J = 
$ 13,474 

~ 
• 9,872 

$1.33 
(.62) 

$ .71 
= 
$1.19 . -.-. 
$1.20 

$ .40 = 
·13,609' 

Numerical note references are to Notes to Conso>lida.teq Financial Statements htcludcdelsewherein this 
Prospectus. (NOll\'; toG~nsoli~ted Statem~t .of are on the,following pagesa 
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Note A: 

GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOUDATED STATEMENT OF INCOME 

During 1975 the Company and Chemischc Wcrkc Hiils, A.G. ("Hiils"), a West German company, 

formed a joint venture ( GAF /Hills Chemie G.m.b.H.) to construct and operate a butanediol manu­

facturing plant in West Germany. The joint venture is owned equally by the Company and Hiils. The 

investment is included in Other investments and advances and has been accounted for by the equity 

method. 

In the second quarter of 1975, the Company sold certain technology and know-how to the joint 

venture resulting in a gain of $4,000,GOO after elimination entries. This gain is not subject to U.S. 

inCLlme tax. 

The Financial Accounti!lg Standards Board recently issued a Statement on accounting for the 

translation of foreign currency. The principal provisions of the Statement, as applied to the Company, 

require that exchange gains or losses be included in net income and that inventories be translated at 

historical rates. During the fourth quarter of 1975, the Company revised its previous policy (net trarn­

lation gains were deferred and inventories were translated at current rates) to adopt the provisloru of 

the new Statement. Previously reported financial statements for 1974 and 1973 have been restated 

accordingly. The effect on years prior to 1973 is not significant. 

The effect of the change on net income for 1975 was an increase of $1,711,000 ( $.13 per share­

primary; $.10 per share-fully diluted). Previously reported net income for 1974 has been reduced 

by $3,976,000 ( $.29 per share- primary; $.22 per share- fully diluted). Previously reported net income 

for 1973 has been increased by $2,395,000 ($.21 per share- primary; $.16 per share- fully diluted). 

After tax foreign exchange gains (losses) are included in income before extraordinary items as 

follows: 
Yeu 
1975 
1974 
1973 
1972 

~ 
$(1,257,000) 
(1,612.000) 
1,830,000 
(447,000) 

An after tax gain of $992,000 was treated as an extraordinary credit in 1971 (Note E). 

Note C: 
Effective with the. year ended December 31, 1974, the Ci:.inpany changed its method of act'OUDting 

for dyestuffs and pigments inventories from the average cost method to the ltm;-in, first-out (LIFO) 

method. The change to the LIFO method was made because management believes that the LIFO 

method more realistically matches i.'1lrrent costs with current revenues. The effect of the change was 

to reduce the inventory at December 31, 1974 by $3,852,000 and net income for the year then ended 

by $1,786,000 ($.13 per share- primary; $.10 ~eer share- fully diluted) .. There is no effect from the 

change on periods prior to 1974 since the December 31, 1973 inventory as previously reported was the 

opening inventory under the LIFO method. The current cost for these inventories, determined on an 

average cost basis, exceeded their LIFO valuation by $4,712,000 and $3,852,000 at December 31, 

1975 and 1974, respectively. 

.5 
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NoteD: 

GAF CORPORATION AND CONSOLIDATED SUBSIDIARIF,S 

NOTES TO CONSOIJDATED STATEMENT OF INO.::OME- (Continu..-d) 

The following lm·entory amoun~ were used in computing cost of products sold: 

1975 1974° 
Deoember31, 

1973° 1972 
Dollars in Tho11511nds 

1971 1970 

Finished goods ................... $106,180 $105,647 '86,725 $ 86,871 $ 78,405 $ 73,203 
Work In process .. 40,329 43,948 36,694 36,359 33,368 33,755 
Raw materials and supplies ... 78,432 99,865 59,449 48,280 44,631 ~ 

Total ................... $230,941 $249,460 $182,868 $171,510 $156,404 $146,906 = = = 

• Restated- See Note B. 

Note E1 

Extraordinary crP.dits (charge!) consist of the following (see Note H): . 

Year ended December 31,1971: 

l'rllvlslon for estbnatod loss on· cllsposal of ceriaJn plani fadlltles and mated com, less estlma~ 
reduction of state and local InCome taxes oi $477,000 "" .. ". """ " " .. " " ... " ..... 

Less estimated credits (provision) for United States iDoome taxes and lnvesbnent tax credit: 

cmt ..... ., ............ ·.~ .... .-· .............. · ..... .-· .................... ,', .. . 
Deferred .......... " ..... "." " ........................ " ................. .. 
Excess oi fnvesbnent tax credit recapture. over WIIIIIOrtlzed deferred invabnent tax omlit 

of $804,000 .... ·· ...... : ....................................... ." ............. . 

Tatal -~ ....... ;· .................. ,, .................. :· ...... ·· .... .-. 

Estimated Dot. loss ..• · .... .- ...... -\ ............ · ...... ~'-· .. .-, .......... -........... ~.-... 
Other Items - net (principally reversal of the excess portion of the 1969 provision for loss on 

disposal oi facilities)· ........ ,_ .. ; ........ ,-.,.· .............. _. ... ; •••••. ~.-., ........ ~; .. ;. 
Tala] ........ ·, .. ;·, ....... -."~ ...... , ................................ .. 

Net gain on translation of foreign cmrencles (Notes B and I) ........................... .. 

To_tal .: ...... ,-, ..... ;, ........ ; ... ; ..... ·~ ............. : ........ ; .. 

$(18,075,000) 

716,oo0 

8,570,000 

(13,01.0) 

9,273,00o 

(9,702,0011) 

277,000 

(9,425,000) 

992,000 

$ (8.433,000) 

The Company's chlorine-caustic operations were discontinued in September 1971, the ethylene 
oxide. and G.wm.m:® operatimis were discontinued in November 1971, and the related· productiOn 
facilities were disposed of' in 1972, The "estmiated net loss and related costs resulting from the. disposal 
of tiiese facilities and an unused quarry, )ess/.t gain on the 1971 sale of certain Woodlands, amounted 
to $9,702,000 as shown in the above summary. The sale of the facilities in 1972 resulted in a loss which · .. 
WaS $20,000 pter tb~ anticipated. This $20,000 is inclUded in costs and mperlses in the 1972 
Co~olidated Statement of Jncoine. . . 
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GAF CORPORATION AND CONSOLIDATED SVBSIDIARIES 

NOTES TO CONSOLIDATED STATEMENT OF li'iCO:I.IE- (Continued) 

Note E: - (Continued) 

The following is a summary of the operating loss (sec (a) below) of the discontinued operations: 

Net Sales 
Cost of Products Sold 

Directly Related Expenses . 

Total . 

Year Ended 
December 31, 

1971 
Dollars in Thousands 

$15,266 
18,051 

1,558 
19,609 

................... -:.--:.:~·.:~:~:-::-~--r4;:w3---- ~ ----~--------,---~--~-----~---------

(a) The Company reports its operations on the basis of responsibility accounting, whereby the 

various lines of business are measured alter the assignment of only those items of income and expense 

for which each line of business is directly responsible. Accordingly, the operating loss as shown above 

is before the allocation of interest expense, the cost of certain functions that serve more than one line 

of business, miscellaneous expense and income items, and income tax effect. 

Note F: 

Interest is summarized as follows: 

Year Ended December 31, 

.!!11! 1973 ~ 
Dollars in Thousands 

Interest on Long-Term Debt ..... ; .•........ $13,408 $ 9,296 $8,746 $ 7,718 $ 8,218 

Amortization of Debt Discount .............. 198 164 OS 42 43 

Other Interest .......... ; .......•.•.......• 2,949 7,332 3,254 2.477 2,098 

Total ................................ $15,555 $15,792 $12,008 $10,237 = $10,359 

Note G: 

During 1974, the Company relocated certain staH and administrative activities from its New York 

City offices to a new facility in Wayne, New Jersey. A reserve was established for costs anticipated to 

be incurred. The activity in the reserve has been as follows: 

Original estimated reserve: 

!'resent value of lease commitments in abandoned facility (less estimated sublease ineome) to be 

paid through March, 1983 .......................................................... . 

Estimated employee relocation costs charged to income in llnt <tnarter, 1974 . 

Provision for write-off of leasehold impravenientJ ......... _ .... ~ ............................ . 

Estimated employee relocation costs charged to ineome in seeond quarter, 1974 •.... ; ..•...... · 

Original estimated relocation rese!Ve . . . . . . . . . . . . . . . ............................... . 

7 

$3,000,000 
1,050,000 

383,000 
4,433,000 
1,050,000 

5,483,000 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CO!'\SOUDATLD ST.\TEMEI'IT OF INCOME- (Continued) 

Note G:- (Continued) 

Balance from prior page 

During the fourth quarlf'r of 1974 the rfs..•rye was reduced as a result of the de·dsion to continue utiJiza. tion of a portion of the ubandom·d fadlitr: 

$(401,000) 

$5,483,000 

Prt"sent value of :{"a~ commitments . 
Leasehuld improvements (37,000) (438,0~) 

Total relocation costs rrcorded in 1974 

The rescr\'c weB re-ducf:'d during 1974 for actual char~rs resulting from: 
Present \·aluc of rental parments (lrss sublease inoome) 

--~~~---~-- --- -~ -'Eritployre 'rrlocatlon costs-:-.-:-.-. ~ ~----~ ------
Write-off of leasehold Improvements 

Reserve balance at December 31, 1974 . 

- . --~ -------

n:e resen·e was reduced during 1975 for actual charg .. resulting from: 
l'rcscnt \'alue of rental payments (less sublease Income) ......... . 
Employte relocation costs 
Alterations, commissions and other items ...... . 

ProvWon for reviseci' estimate of sublease income 
Reserve balance at December 31, 1975 

NoteH: 

$(658,000) 

(90,000) 

(148,000) 

5,015.000 

(89/J,OOO) 

659,000 

$2,424,000 

During 1973, the Company curtailed the dyestuH and pigment operations at its Linden, New Jersey plant, resulting in a charge to income of $5,942,000, including a write-off of $4,992,000 of plant and equipment Also during 1973, foreign exchange gains of $1,830,000 were realized, principally as a result of the "devaluation" of the U. S. dollar. 

The above items were included in Other Income (Charges) in the Consolidated Statement of Income for 1973, in accordance with Opinion No. 30 issued by the Accounting Principles Board during 1973. In 1971, simUar items were presented as F.xtraordinary Items in conformity with then generally accepted accounting principles. Had Opinion No. 30 been in effect in 1971, Net Income for that year would have beeri the same, hut Income Before Extraordinary Items would have been decreased by approximately $8,433,000 ( $.62 per share- primary). 

Note I: 

The Company changed in 1971 to the equity method of accounting for an investment in a 49%­owned company, Chemical Developments of Canada, Limited (CDCL). The Company's equity in the earnings of CDCL, included in other income, amounted to $533,000, $610,000, $191,000, $240,000 and $146,000 for the years ended November 30, 1975, 1974, 1973 and 1972 and the eleven months ended November 30,1971, respectively. 
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GAF COI\PORATION AND CO!IISOLIDATED SUBSIDIARJF.'l 

NOn;s TO COXSOIJDATf.D STATEMJ:."iT Ot' IXCmtE- (Continued I 

Note J: 
The provision fur income bxes consists of tbe following: 

State 

United State• - cunent 

Uniled States - delc!Tcd 
United Stales lnwslment tu uedit 

·---------- -~-----,~---,---- -- - -Aiiiortll.&UOiiot-deferred 1Jiilltd Ji~rfll\•esmanar-

aedlt arising prlllr ta 1971 ... ' ................. -
Foreign .. " .... - - .. - ..................... - .... .. 

Totalla<cme Tuea .. .. .. .. . .......... .. 

• Restated- Sec Notu B. 

9 

1975 

• 1,939 

10,558 

2,923 
(2,Q9....5) 

(573) 
3,641 

815,563 
= 

Year Eodeu December 31, 

197~· 1973' IU72 - -
Dollars In Tbc-adl 

$ 2.212 $ 2.$59 $ 2,l.U 

15,69l 13,789 14,057 

('055) 4,H3 6,023 

(IM8) (1,399) (1,5211 
----··------ --~--·-~--·~-·~ 

(591) (591) (1108) 

~9.!!! 4,984 2,548 

$21,038 $!3,785 iWii = = = 

U171 

$ 509 
10,167 
4,531 

11,139) 
-----·~ -- --y-;~--~-

.(689) J 
2.356 ' J m:7i 

! = 

i 
I 
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!IIANAGE"ENTS DJSCl"SSI!IS Al'\D :\.'1.\U'SIS OF Tim 
CO~SOI.lDATt:l> ST.\TE~IE~T OF L'i<.:mm 

1975 Comparrd "ith 1974 

Cot»olidatt•tl s>h·• inl're"...U Sl5.fi million (2'l) in 19i5. lluildiug \laterials Cronp am! Plwtu 
& llepro (:roup pmluti >aks incwa ... <l Sll.7 rni!lion (3~<) ami ~·;.g miliion (2~'1-), rc>prcti•·ch·. The 
inne.ts<·s re~ult<·d from higlll'r prk"tl on moll major J>rndn<·t lim·• t•••tiall~· of!St•t by gerwrall~· lower unit 
s:tl~, volumes. 

lllghrr Building ~latrrial; Croup ;ales were priucipallr thH· to >Iron~ demand in the U.S. a·roofing 
market. lucwascd l'hoto & Jleprn Grnup salt•s werr• larJi·.•l)· the result of prke increases and domestic 
graphic arts and printl.'!l'r_es~ll_ •.<>ll'<.!:"in•· __ (:JtemiraL GrcliiJ' ~:t!rs..drcrrasm_$2.(1 milliilll.( l~!:)...!D... -~- --~------~·----~ 

---~~----~ -- -- -- --- 235.f 'miiHOn;- f.etleCting dtprcssed t'COIIomic activity world~ide. Volumes declined for domt.stic 
felt aud acetylene chemlral producl$, more than olfsr.tting significant salrs gains in agricultul'lll chemical 
pioducts. 

Costs of prodoJcts sold for 1975 lncrrrued $18.2 million ( J%) prlm:1rily as a result of inOatlonary 
cost Increases in all operating groups for IIIDSt 111:1jor raw 111:1teriab, labor and plant operating costs. 

Profits from ho!h Chemica! Croup and Photo 6 Rt-pro ~roup products were lower in 1975 than in 
1974, reOecting lower unit sales and iucreased costs. 

Total Other 1ncome·Net of $3.3 million w:t< $4.5 million better than last year due in part to a lower 
expense in other Income (charges)- net of $1.7 million whit.h resulted from the favorable change in 
recorded foreign translation gains (loss e.;) (after rc.tatcment- sec Note B) and lower royalty expenses, 
partially offset by the nonrecurring profit in 1974 of $U millio.t realized on the sale of three properties. 
In 1975 a nontaxable gain of $4.0 million was r«>alizcd on the sale of techno!cgy and lmow-how to 
the C.\F/Hiils Cbemie G.m.b.H. joiDt venture. In 1975 oilice relocatiori expenses of $0.7 million were 
charged against income for costs associated with the 1974 move of certain administrath-e activities to 
Wayne, New Jersey. A 5imilar provision of $5.0 million In connection with such relocation was nade 
inl97~ . 

ProviJion for 1975 income taxes decrea5ed $5.5 million (26%) due to a pre-tax income declinl' of 
$3.0 mdlion ( 8%) and an 8.9 percentage point decrease in the effective tas rate due prlnlllrily to the 
above ooted $4.0 oullion nontaxable gain, larger investment tax credits and ·greater bene&ts &om 
exportlog activities. 

The effects of the accounting change for ioreigo trati.slation gains (losses) (5ee Note B),as restated, 
in the Consolidated Statemeot of Iurome for the yean 1975, 1974 and 1973 are as follows: 

Iucome. Before Income Taxe.• aod Extraor· 
dinaty Items .. . . .. . . . ........... .. 

Iucome Tax~ ......... ,· .............. . 
Net Income ........... ;., ............. . 

$ 3.5 
(1.8) 

$1.7 

The ell'ect fur lim and earlier was immaterial. 

10 

Cbau&e 

$10.0 
(4.3) 

$5.1 
= 

· DollaniD Mlllloas 
1!174 aw.ce 

$(6.5) $(10.1) 
2.5 3.2 

$(4.0) $ (6.9) 
= 

$3.6 
(0.7) 

$2.9 

~ : 
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1974 Compared with 1973 

Con~olidated sales for 1974 improved $99.9 million ( 12%) over 1973. Price controls, in effect dur­

ing the early months of 1974, delayed pass-through of inflationary cost increases in the Building 

Materials Group and the Chemical Group. On bal:mce, price increases more than compensated for 

generally lower unit sales volumes (infiuenced by raw materials shortages) and were the principal 

contributor to improved sales results. The Photo & Repro Group, however, was unable to adequately 

recover increases in the costs of photographic products. 

Costs of products sold for 1974 increased $79.9 million (13%) from 1973, primarily as a result of 

inflationary cost increases in all operating groups for most major raw materials, labor and plant operat­

ing costs. Furthermore, rnw material shortages in early 1974, the abrupt fourth quarter downturn in 

the economy, and cutbacks in prod:~etion to reduce inventory levels, made it virtually impossible to 

keep manufr.cturing operations fully occupied, thereby having an unfavorable effect on profits. The 

increase was also attributable to the Company's adoption of LIFO accounting for -iyestuffs and 

pigments inventories at its Rensselaer, New York plant. 

Administrati\'e and general m:penscs increased $5.5 million {14%) in 1974 compared with 1973 

ns a result of higher staff opcmting oxpenses, including increased legal costs ( $1.4 million) and gen­

erally higher administrative costs consistent with inflationary trends. 

Interest expense for 1974 increased $4.7 million (39%) over 1973, as a result of record 1974 rates 

--~·. ~~ .. ~----~~ ··-~of.interest-nnd highcu.veragclevcls.of shorl:.term.borrowings ... --~--~···-~ ·-- ____ ·--·~-- ·-·-··--··- _ 

. ~' . total Other Chnrges- N~ for 1974 of $1.2 million compares with $4.3 million of ineorne in 1973, -J-.~~.:-~~-·-·~ --· 

'·II 

-~.'t due_in part to the unfavorable change of $5.9 million in other charges- net, which resulted priinarily l 
' from the fluctuations in recordr,d foreign translation gains (losses), as restated. A $5.5 million profit 1 

J,i was realized in 197 4 on the repurchase of 5% convertible subordinatea notes in· comparison with 11 ~ 
- similar profit of $6.4 million in 1973. During 1973 the Company curtailed itS Linden, New Jersey 

i: 'yestuffs and pigments operations, resulting in a charge to inoome of $5.9 million. · 

· -...•.... ·.!.~ .•. · """"""'""'= fm"""""- in 1974 <kdlnOO $<7 million (U%) """'upon tho redu""""" • 
! Maintenance and re~air cost in 1974 in~reased $5.3 million (15%). primarily as a result of.tbe 

[-! effects of double digit inflation in1974 on the cost of upkeep of Company operatioos: . . 

J 
t? 
" ·~ 
-~ 

,··~ 

j 
-~ 

. < . "I 
·····'(;., 11 

___ , .. · 
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NINE MONmS (UNAUDITED) CONSOLIDATED FINANCIAL STATEMENTS 

All adjustments necessary to a fair statement of the results for the nine months ended October 
3, 1976 and September 28, 1975 have been incluc!ed. All such adjiL..t:ments are of n normal recurring 
nature. 

GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

(UNAUDITED) CONSOUDATED STATEMENT OF INCOME 

Nioe MonthJ Ended October 3, 1978 nnd September 28, 1975 

Nine Months Ended 
{Dollan io Thousands 

F..:cept Per Share Amounts) 
October 3, September 28, 

1976 1915 
--- (Nolclb) 

Net Sales .. . .. .. .. . . . . . . . . . . .. . .. . . . .. .. .. . . . .. .. .. . . . . . .. . .. .. .. .. $812,300 $711,308 
Costs and Expenses: 

Costs of products sold . . . ... ... . .. .. ... . . . .............. ...... .. . 594,238 509,-;:1.8;;1~~~~~---~~~-~~~~~ 
~-~---:~~~r ----~----~---~nJSttlbuuonudsellliig ... ~-:~:-.--:-:-:-.-::~~~::--;.~:-:-:·.--:-:-:-:-.~.-::~:,:;~,.-~~~o.IKii---.~. -:-~ 98,64! 

. l ri::~D!d.d.;_;.;l~~~~;:::::::::::::::::::·::::::::::::::::::::: !:::~ , !t:! 
·\ 

'\ 

'.; .. 

f Administrative and general ................... .' ............... , ..... · 36,085 · 34,3117 
l· Interest ..... , ....... · ..... ' ......... : .... , ........... _. · ........... , .. 11,9119 12,865 
t Total Costs and Expenses11 .... .' .... , ....................... , .. . 780,361 678,329 

' f Other Income: 
i Gain on ale of technology and icnow·bow (note a) · ; ............... .. 
5:·.·: ·other-net.,,,',_ ..................................... ,, ...... .. 
~~- 'Total Other IncOme--, net .. , ;_., .... ,, ......... ,,,,, .. ,, •• 
l!. Ini:ome Before Inci>me T&Xes ........................ : ........... ; ; ... . 

· t Inc~me Tues ... :: ..... ............................................ . 
Net Income .... , .. :, ..... , ..... .- ........................... : ....... . 
Leos preferred stock dividend requirements ............................ .. i 
Earnings appUcable to common· stock .. _. ......•..........• , . ~., . , ..•....... 

Earnings per mmm~n share: 
'l'rimwj· ..... : ..... .' .............. -._ ................... ; ...... · .. . 

Fully. dduted ........... , .. , .'. ::-..•.. , ..... .'::> ................ ; ...... .. 
Cash Dividends _Declared: . . 

Per preferred share ··._. . , ........................ _ ...... , ..... , ... .. 

Per oommoil Share .•. _:: •.. ·, .. ·, •..• .-., ...... _, ...... -; .. · •.• ,,,, .. , ...• 

Weighted Average Number of Common S~es Ouistanding (In thotiSIIDds) •• 

639 

-~ 
32,578 
13,711 
18,867 

~ 
$ 16,140. 

$1.21 

$L09. 

$ .9(). 

$.43 
13,309_ 

. See Notes to (Unaudited) Consolidated Financial Statements. 

. 4,000 
·. ·a,ss<i· 
. 7,580 . 
39,559 

. 13,587 
25,972 

. 2,726 
$ 23,246 
-:---·· 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

(UNAUDITED) CONSOliDATED BALANCE SHEET 

Current Assets 
Cash ... 

ASSETS 

Accounts receivable- less allowance for doubtful aC'-ounts -1976, $6.234000· 

1975, $4,791,000 ........ ' ...... '''''. ' .. ' '. ''' .... '''.'' '.'' ''. ·.' ': 

Inventories 

October 3, 
1976 

September 28, 
1975 

(Note b) 
(Dollars in Thousands) 

$ 23,909 

196,640 

$ 24,899 

188,555 

Finished goods . . .. .. .. . . .. .. .. .. .. . . . .. . .. .. .. . .. . . .. . . . .. .. .. . . 111,817 102,198 

Work in process . . . . . . . . . . . . . . . . . . . . . . .... , , . . . . 51,779 50,162 

Raw materials and supplies . . . . . . . . . . . . . . . . . . . . . . . 85,998 73,885 

Total Inventories . . . . . . . . . . . . . . . . 249,594 226,245 

Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,828 ~ 

Total Current Amts . . . . . . . . . . . . . . . . . . . . . . . . . . 477,971 446,438 

Property, Plant and Equipment . . . . . . . . . . . . . 433,4.46 406,206 

Less Accumulated Depreciation . . .. .. . . . . . . . . . . . . . . . .. . . . . . .. .. 177,838 166,66~ 

Property, Plant and Equipment - net ............... , 255,608 239,546 

,~-~ ~~~--~-~ ~~-~-~-~-g:~:fl.!::s~~o.f~~:t~::~~~:~i~~:~~~~~~~~~:~:-:-:~ ~;~:~ :~~~-~~~~:--~-~~~ ~---~---~::~:-~-- _J ~-~~-~--~-
¥1~ TOTAL ASSETS ............................... ; :.. . .. • .. $784,909 $736,822 

!{!'lJ 

f 
~-

~. 
~\ 
~'J?, 

1: 

-~ 
:!:\,, 

~~ 

I ·.~ 

LIABILITIES AND STOCKHOLDERS' EQUilY 

Current Liabilities 
Notes and accounts payable ....... , ... , .................... , ••......... 

Current portion of long-term debt ................................. " .... . 

Accrued liabilities .................................................... . 

United States and foreign income taxes .......... ; ........... , ....... , ... . 

Totnl Current Liabilities .......................................... . 

Long-Term Debtless Current Portion ................ : ...................... .. 

Deferred Taxes and Other Liabilities ........................................ . 

Stoekholders' Equity 
Preferred ~lock nt assigned value of $1.25 per share· ....................... . 

Common stock at $1 par value .......... ' ...... : .......... , ............ . 

Additional paid-in capital ............................................. . 

Retained earnings ................................................... . 

Total ........ , .............................. , .............. , .. .. 

Less stock held in treasury, at cost: 
Preferred -1976, 76,400 sham; 1975, 76,400 shares ................. . 

Common-1976, 534,099 shares; 1975, 525,949 shares .......... , .... . 

Total Stockholders' Equity ..... ; .................................. . 

TOTAL LlABILITlES AND STOCKHOLDERS' EQUITY ... . 

$143,1l31 
2,392 

45,117 
10,764 

202,2.04 

146,316 
46,544 

3,882 
13,771 
53,494 

323,997 
395,144 

932 
4,367 

389,845 

$784,909 

See Notes to {Unaudited) Consolidated Financial Statements. 
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$ 81,388 
7,186 

48,333 
12,129 

149,036 
171),932 
40.253 

3,882 
13,764 
53,016 

311,202 
381,864 

· .. . /,., 
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GAF CORPORATION A.t"IID CONSOLID~TED SUBSIDIARIES 

({lSAUDITED) COSSOIJD.\TEI> STATE~IENT OF CHANGES Il'\ FINANCIAL POSITION 

Funds Pro\•idcd 

From Opcmlions 

Xct income 

Depreciation 

Other 

Funds provided from operations 
lssuant'C of Long-Term Dcht 

Other 

Total 

Funds Applied 

Additions· to ··Property> Plant-&·Equipment -.-;-~-~ :~ :~ ::-:-·:.--:-.-:-: ·· ~~:~ :~ -.--.-.--.-:--.-:-::--:- -
Cosh dividends ................. : ... , ................................... . 
Reductions in Long-Term Debt ........................................... . 
Invesbnent in Joint Venture Company ..................•.................•.• 
Other ................................................ ., ................ . 

Total .................................................. . 

Increase (Decrease) in Working Capital 

Nine ~fonths Ended 
October 
3,1976 

September 
:;:s, 1975 

(Note b) 
(Dollars in Thousands) 

$ 18,867 $ 25,972 

19,874 18,550 

~ ___l,!;gl! 
42,856 48,047 

77,458 499 
__ 9_1 _MQ. 
120,405 49,126 

... 32,819~- ~--~~--~---~---

27,773 

8,416 7,878 

70,396 10,037 

6,549 

~ ~ 
112,466 56,017 

$ 7,939 = $ (6,891) 
= 

See Notes to (Unaudited) Consolidated Financial Statements. 
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GAF CORPORATION AND CONSOLIDATE.O SUBSIDIARIES 

NOTES TO (UNAUDITED) CONSOLIDATED FINA:SCIAL STATEMENTS 

All adjustments neCt'ssary to n fair statement of the mmlts for the nine months ended October 3, 
1976 and September 28, 19i5 have l>et'n included. All such adjustments arc of a nonnal recurring 
nature. 

Note n: During 19i5 the Company and Chemischc Wcrkc Hlils, A.G. ("Hiils~), n West German 
company, formed a joint venture (GAF/Hiils Chemic G.m.b.ll.) to constn•ct and operate a butanediol 
manufacturing plant in Wt•st Germany. TI1c joint ven:-:1rc is owned equall)' by the Company and Hiils. 
The invesbncnt is included in Other Assets and has been accounted for by the equity method. 

In the second quarter of 19i5, the Company sold certain technology and know-how to the joint 
venture resulting in a gain of $4,000,000. This gain is not subject to U.S. income tax. 

Note b: Previously reported results for the first nine months of 1975 have been restated to reHect 
a change in t11e method of accounting for foreign currency translations to comply with a statement 
issued by the Financial Acl'OUnting Standards Board in lute 1975. The effect of the restatement was 
to increase previously reported net income for the first nine months of 1975 by $3,716,000 ($.28 per 
share- primary; $.22 per share- fully diluted). 

Note c: The following is a summary of 1976 quarterly results: 
1976-Br Quarter 

.. .:: ., 

. Third Second First .· 

---~----~<-.--~.--.. ---~--I------------. --------::-·----:---~---~------------~---------------<~·~=:cept-=------------ ~-~---~ 
. . 1 . Net Sales ........ , .................................. : .. .... : $282.163 $271,662 ' $258,475 , 

.. , :· 

:. :~ 

r Cost of Products Sold . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 208,795 1:·.~= •l:::~ 
.·. ·• .. ~·. Cross PrOst ........................ • ·-- ... , -- • ..... • • ..... -- ~ - -

I Net Income .................... _. ........... · ............. ,.. $ 5,911 $ 8,176 $ 4,780 · 

'' ' ', i 
:'. f 

t 
t 

·_ ;~ 

'·' .: ~ 

. .J' t· '" t 
-~ 

.J 

; ;!:i 
__ -·_:_ 

.:: 11,..·.; .. ' r.,-; 
' -.~~ 

Earnln~ per Common Share:. , 
Primacy ............... , ..................... _ ......... , .. '. 
Fully Diluied ................. , .... --.............. · · .... . 

15 

.$.37 
$.34 

$.55 
$.47 

.;.29 

$.28 

,, 

·~~ 
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MANAGEMENTS DISCUSSION AND ANALYSIS OF 
NINE MONTHS (UNAUDITED) CONSOLIDATED FINANCIAL STATEMENTS 

Consolidated sales inc:rcas('d $101.0 million ( 14%) as compared with the same period in 1975, due largely to higher domestic volume in all product groups and selling price increases in the Building Materials group. 'There were four mor(' billing days in the first nine months of 1976 than in 1975. Worldwide product sales groups net sales were as follows: Building ~faterials up $49.-i million (18%) to $328.3 million; Chemical up $30.3 lflillion (17%) to $203.9 million; Photo & Repro up $21.3 mil­lion (S%) to $280.1 million. All of the Company's major product lines except agricultuml chemicals, consumer photo, and floor tile products showed volume increases. International sales were up $6.4 million (5%) to $128.6 million, but were restricted by the effects of currency movements and to a lesser extent the slower economic recovery abroad. 

Total rosts and expenses were $101.0 million, 15% higher than the same period last year. Cost controls and greater utiliz.ttion of faciliti('s were offset hy the effects of inRation. Interest expense de­clined $0.9 million (7%} due to a lower level of total debt during most of the first half of 1976. 
The category of Other Income Other - net was unfavorable by $3.0 million due to foreign ex­change losses in 1976 compared \\ilh gains in 1975. 

Net income decreased $7.1 million (27%) in the first nine months of 1976 as compared with the same period in 1975. Howe,•cr, the 1975 income includes a nonta.xahlc, nonrecurring $4.0 million gain on sale of tedmology and 1.'tlO\\'·lJOw. Foreign currency Ructuations decreased net income in 1976 as compared with 1975 hy $6.5 million. The decrease arose principally from foreign exchange transac­tions and the application of Financial Accounting Standard No. 8 to inventories. 
Earnings from domestic . operations__ ill<:r...£a5_e<L.on_ol.'era1L higher_ uniLsales.-volumes.- -AI- -- - ~- ~~-~-~- ... --~~-~ ---~~-~, -------------r-~-- --thouglirul~domeilicgrouJ.)s-oontrii)uted-to the volume increase, only the Chemical operations {not-!. withstanding the significant decline in sales of agricultural chemicals, a high profit margin product }: line) gained sufficient volume to offset substantially the net cost increases. The Building Materials - ~ operation experienced a slight decline in eamings from last year's level, which reflects a third quarter ':,~"""-.,-..::~- softness in the building materials market, in~reased price competition, and a production cutback to , reduce inventories. The Photo & Repro ope:·. __ ion results improved somewhat but continue to reflect an -~ overall softness in this group. The International results declined due to continued weaknesses in some ~- foreign economic conditions and the above mentioned effect of foreign exchange. Preliminary figures ~. available to date for the fourth quarter indicate that for 1976 the domestic and international operations f. of the Photo & Repro group, on a combined basis, will probably show a direct operating loss {which is 

I before unallocated corporate and interest expenses). 
-f· The effective tax rali! for 1976 increased to 42.1% from 34.3% in 1975 primarily as a result of the ~ nontaxable $4.0 million gain and a higher expected annual tax rate. , . 

< ~ . 
. t 

~~ 
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~ 
~ 
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PRICE RANGE OF COMMON STOCK; DIVIDENDS 

The table below shows for the indicated periods the high and low sales prices of the Common 
Stock on the New York Stock Exchange through January 23, 19i6 and on the Consolidated Tape Net­
work A thereafter, and dividends pald on tlJe Common Stock. All price information COJltaincd in the 
table below was obtained from the Natioual Q:10tation Bureau, Inc. 

1971 

191.2 

1973 

1914 
First Quarter 
Second Quarter .......... . 
Third Quarter ... . 
Fourth Quarter .... . 

1975 
First Quarter 

_ Second Quarter 

Sales Prices Divldeoda 
- sC:. Hl&h Low 

$24% $12% 40¢ 

27 19o/4 40 

22¥4 8¥4 42 

li% Bo/4 11 
10lfs SIAl 11 

8o/4 6 11 
8% 6% 13 

11% 7% 13 
l2'h 9¥4 13 -~ 

~~~----.-~~~---~-~----~~-~-~Third- !Ulllrter·-,c~,--;---c-~'""'"'c-co·,--,'-;,-.""7'"-·1a'f.l-----ll~l.!-·---l3---:------~--------~-- - J~~--~~--~-

....... 

. ·. ·i Fourth Quarter . .' ......... . 11% 91h 13 

~-

l 
l . I 
f 

. 1976 
·. 

First Quiuter . , ..................... . 17% 10% 13 
161/4 131h 15 
16¥4. 131/4 15 
14'k It' 15 

Second Quarter . . .. . . . . . ........... . 
._ Third Quarter .. , . , ......... ·-...... -.- .• 

Fourth Quarter (through December 2l) 

Fut11re dividends on the Common Stock Will necessarily be dependent uplin futUre earnings, the 
financial needs and condition of the Company, and other factors. See "Description of'Capital Stock" 
for infonnation as to certain limitations. on the paymeni of dividends. . 

DESCRIPTION ·oF BUSINESS 

'I'hB Company is imgaged in three fuies of bUSiness: the manufacture and sale of {i)'Chemicals';(ll) 
photographic and reprograpbic products; and (iii} building materials. 

' The Company IePorts its OPerations On 'the baSis of responsibility ac:Counting, ~hereby "the_. various 
product sales groups are ine3sured after the. assigm:ilent of oidy those items of. mcome. and expense far 

· _which each product sales group is ·directly reS}lonSible. Accoi-dingly, ·the. pompany does not provide for 
the allocation of interest and Otbei debt ~ense, the ciost of Certain. f!mctilins that senie mote than olie 
J?rodllct sllles iroiip, and IilisCenaneous expense and iricciine items; ' . ' . . . . . . . .. 

17 
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The following table sets forth for the periods indicated ( i) net sales and ( ii) direct operating 
proflt. of the product sales groups of the Company. 

(Unaudlted) 
Nine Months Ended 

October 
3,1976 

Net Sales 

Chemical ..... · .... · . $203,885 
Photo &: Repro ..... .. 280,140 
Building Materials ... . 328,275 

Total ........ . _812,300 
Direct Opcratlnl( ProSt 

Chemical ........... . 31,612 
Photo &: Repro ...... . 314 
BulldiD~ Matcdals ... . 36,786. 

Total ........ . 63,712 
Operatln~ Loss of Dlscon· 
tinued Operations ..... . 

Interest Erpcnse . .. .. .. ( ll,929) 
Unallocated Corporate EK· 
pense-Net .. . .. . .. . . (24.205) 

Income before Income 
Taxes and Extraordinary 
Items . .. .. .. . . . . .. .. . S 32,578 

September 
28,1975 

$173,609 
258,820 

~ 
111.301! 

.27,306 
3,127 

- 38,294 
68,727 

(12,805) 

!m 
Year Ended December 31, 

19741& 1973(o) 197:! 
Dollars in Thousands 

$235,115 $237,009 $215,317 $193,595 
356,094 351,111 330,190 296,296 
372,312 . 300,599 303,379 _gz~69 

$964,421 ~948,809 $848,886 $768,460 = 
s 36,154 $ 45,061 $ 20,7901 b) $ 24,475 

4,820 9,951 18,256 11,468 
48,795 43,555 38,811 ~~ 
89,769 99,167 86,857 83,948 

$177,288 
260,407 

~6.067 
$683,762 

$ 24,334 
7,403 

44.442 
76,179 

(4,343) 
(10,555) (16,792) (12,068) (10,237) ( 10,359) 

$ 37,642 
=..:::::::.== 

----·---------1--- --- --- --- (a)-Restated for accounting change; See-Note B to Consolidated Stntenfenrof Income.-·------ ---------~;_,..__~------
! ., (b) Includes $5,942,000 charge for phase-out of Linden dyestuff and pigment operations. See · 

. ! Note H to Consolidated Statement of Income. 1· • 

\. 

_.,:·· 

! . I ,' ! {c) Includes $6,359,000 gain on the reacquisition of 5% Convertible Subordinated Not~ . I (d) Include.<i $5,523,000 gain on ;the reacquisition of 5% COnverti~le Subordinated No\cs and .,. '. :·· '1 . a charge of $5,045,000 for office rel.ocation expenses. See Note G to Consolidated Statement of Income. ! • 
(e) Includes $4,000,000 gain on snle of tccbitology and know-how: See Note A to Consolidated [ 

!:;'-:: -. f Statementoflncome; 1 
: { ~r . -·~-:.~- i. . 

I· . The principal products, sources .of supply, market position and recent developments with respect ! -
l · to theGompany·s threeproduct sales groups are as follows: · · 
I 

-l 
! 

- i 
.l 
i 

··I 
l 
f 

, ~,I 

Chemical 

Product& 

The chemicalproduc.t sales group includes the following: DyestuiJs allfl ~igments ~·The Com­
pany's line of dyestuffs is priJmirily used in the textile and paper iridustrie.dihd also, ill theleilther 
industry; its oi:g'a.nic pigments are used for ooloring many difleient Products, includin.g rubber, 'plasties, 
printing iliks,lacquers and natural imd synthetic textiles. Surface-active agents .,.- Surface-active agents . 
(or 8urfaetants) possess detergent, emulsifying, dispersing and wetti11g properties and ~ IISed in-
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th~ manufacture and compounding uf ddcrgents (primarily industrial), insecticides, pc.1ticidcs, textiles, 
paper, leather, rubber, plastics and chl'micals and in the production ancl refining of petroleum and 
mineral products. Wgh·Pressurc Acetylene Derivatives - T11e Company has developed and employs 
techniques for procrssing acetylene, a \'cry explosh'C gas, undl'r high pressure into a wide variety of 
acetylene derivuti\'cs, with uses in the manufacture of plastics, synthetic fibers, cosmetics, elcctroplnt­
ing chemicals, pharmaceuticals, soh·ents and adhe.~h·es. Specialty and Tcrtilc Chemicals - These 
include bactericides and fungicides, brighteners, leather tanning and finishing agents, textile treating 
chemicals, flame retardants, ultra\iolet absorbers, sol\'ents, carbonyl !ron powders and silver salts. 
Industria! Organic Clwmicals- TI1esc compounds arc used in the production of surfactants, dyestuffs, 
phannaccuticals, defoliants, herbicides, growth regulators and other agricultural chemicals, plastic 
stabilizers, electroplating chemicals, w1d photosensitive and other chemicals. Latex Products - These 
products include rubber and polymer lattices for rug backings, fabric coatings and paper coatings; 
latex foam backing for drapery fabrics; and latex adhesives for fabric lamination. Ot11Cr Industrial 
Product8- These products include roofing granules, wool pressed felts, Fwmo~ (a line of needled 
felts), synthetic fiber felts, papermakers felt and GAFL03 (a line of Biter products). 

The Company's chemical products are sold to users principally by its own sales personnel and, in 
some cases, by independent distributors. 

&w Materiab and Supplies 

TI1c raw materials used in the production of the Company's chemical products nrc purchased from 
a lnrge number of outside sources, in many cases pursuant to supply contracts which are, in general, 
standard for the industry. Certain of the Company's raw materials, including acetylenr, are obtained 

----------------r··--~-----fmm-Sffiitleor'""liimUed-sotirce:s-pm·Siilliir-to~suipjilylooiitra:ctS;"-\'I'itlnespeet-~tti--al!etJIIerle~-.vl~icir-i~;--::----r--:----:-----
! supplied to the Company at two locations by separate sotirccs, were . the sources to be dis-

. i · continued the development of alternate sources of supply could involve interruption of production and 
i would probably result in substlintially increased costs. · · · 

, _ i . Petroleum-based produCts are used in many of the Company's chemical manufacturing processes 
j and consequently the price and availability of petroleum is material to the coSts of operations. 

\ Although this product sal~s · group has- from time to time in the past experienced difficulty in 
'··11 - obtaining adequate supplies of raw mii.terials, partleulnrly during -1974, It has not experienced any 
! significant shortages of raw materials since the beginning of 1975 . 

. I 
--- g 

-~ 
J ; . -. -.... ; : '_"';_ ~ ·l 

. ;, f 

--·-~ 
---~ 
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Markel Position -. - · _ 
. . ' . : - . 

The Company Is the sole United States producer of a complete line of high-pressure acetylene 
derivatives~ althouglt it competes with foreign manufacturers. Only ime of these £~reign manufacturers 
is an important factor in the dome~o market and it is currently wmpl~ng construction of a plant In 
the United States for the productiOn of butanediol, 11 majOr prodnci, in the higG:pressw'e acetylene 

• chemical line. Another large domestic chemical mwinfachirer hils made sales of butanediolln ·the United 
States. The Company believes it is a major supplier in, the wool and synthetic fibre felts industries. 

In the balance of its. chemiCal business the Company faces cilmpetition from m~ny cO!npanieS, 
certairi of which are substantially laiger than the Company arid oller a broader range c.( products: The 
Company believes that the ~t me and diversified nattire of the chemical in~ustry make it impossible 
to give a' meaningful estimate of the relative position of the Company in this field. 
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lkccnt Deoelopmenls 

In early 1975 the Company entered into an agreement with Chemiscbe Wcrke Iliils, A. G. (·mils") 
to comtruct and operate a hutancdiol manufacturing plant in Marl, West Gemlany, with a planned 
annual C'.apacity of approximately 60 million pounds. TI1c Company anticipates that thii plant will 
permit it to compete elfcctivdy with tl1e manufacturer which currently dominates the European 
butnncdiol mp~kt.>t. The plant will be owned und operated by a German joint venture company owned 
In equal shares by lliils aud the Companr; production is plon;,1ed to begin in late 1977. The 
agreement also includes pro\isiou for Iliils to supply ac...tyltnc to the plant from its adjar«.'llt 
manufacturing plant The Company anticipates that the joint \'enture company will require approu· 
mately $24,000,000 in loans, in addition to the $12,000,000 in cash it has already recei\'l>d us c,apitru 
contributions, for completion of the plant. It Is expected that these loans will be obtained from third 
11arties on the credit of the joint venture companr, but the Company and Hiils may share equally in 
providing loans or guarantees of loans if necessary. 

During 1975, the agrichemical business was respon.~ible for significant profits for the Company. 
Sales of agrichemical products, which the Comp:my manufa~tures on a contract basis to the specifica­
tions of large 1mrchasers, have suhstantially declined during the first nine months of 1976 with re~"Uiting 
ad1•crse effects upon earnings, and a continuing erosion of the level of sales and earnings is ;mtlcipatcd. 
With respect to one of these products, CollEx3, the purchaser has given notice to tl1e Company that 
it is terminating its agreement to purchase, cffedivc March 13, 1977. With respect to another 
such product, A~nBENll>, the purchaser, Amchem Products, Inc. ("Amchcme), has indicated to the ' 
Company that purchases of A!.uuEN'I' will continue for the current gi:~-~II!!!.I!_alJHl!!liPJY_~I!i:ll.!l _______ ' . -~~-~, 

-·-;-~_--~. - ~- ---;;~r:~~:~e;:;:::=-~v~~~m~p:~~~e::e::;;l~:~~ 1~~ r :i 
- _. ··.. ~ 2-chloroethylphosphonlc acid (ethepbon). The Company continues to market ethephon to consumers. I · t See "Litigation and Other .Matters". The herbicide OI}'Zillin had been manufactured by the Company I 

[ for Eli Lilly and Company under an agreement wllicb expired by its ti:nns on June 30, 1976. 
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The Company has under construction a faciJity at its Calvert City, Kentucky plant for the 
manufacture of polybutylene terephthalate (~BT'). ConstructiOn of such facility Is expected to 
be ciompleted, duriDg 1(/17; PBT is the basic material for a famllyof polyester resins which possess 
properties suitable for use in the. automotive and electronics markets, among others. Wblle the 
Company. Is one of a small ~:~umber of companies which produce btitanediol, one of the basic raw 
materials for PBT resin, substantial competition in the various PBT inarkets from a number of other 
. manUfacturers, ceitain ·Of which. are substantially.larger thim the_ Company, Is imticipated. The plant 
·discussed abOve under "Market Position .. , which is being completed. by a foreign manufacluri!r, will 
produce butanedlol. ·. · · · 

·. __ The ·wool felt ind.istty ~ experlenced overcapacity for a number of .years, principally because the 
tOtal demand for woolfelt bas been declining. The Company is cc.iltemplating consolidating certain of 
its wool felt manufaCturing operations.. . . . 

See Note E to the Consolidated Statement. of Incame for the effect of discontinuance ofchlorine­
eaustic imd ethylene oxide operations. See "Litigation and Other Matters" for a discussion of pending 
litigation betWeen the Coinpany 8nd Amchem. UD!on Carbide Corporation has anl:tounced an agree­
merit in principle to acqUire Amchem, The Comp"llny is unable to. predict what effect, if any, this 

·. acquisition may ba\re on such litigation 0r sale! to Amchem. · · · · 
.. 

I 
i 
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Photo & Rrpro 

Producll 

The photographic ami retn·ographic product salc.•s group includes the following: CoMiftiN 

Plwto Products- including rolor and black-and-white 6hn (print film, slidtl 81m anti mmie fil.m), 

still Wld motion picture cameros and proj~tcm, slide viewers and wmic slide and print assort­

menb, and \'n:W•!>tAsTERlt and TAu.Jst; Vu:W-M.\ml\l steroo r~h. \'Iewers and prujtdors: .'<·roy 

Product$- including :Ha~· film and dc\"doping ("hcmkal~ for medical. de!ltal and hulnslrial usc; 

C.:rapl1ic Arts Products - including Jilm, film bases, ami t:h~micals used in photolithography, roto· 

gravure printin~t. offset printing, photographic typesetljnJt ond photo.,ngr:ning; lnclu.sttinl Products­

including lilm and Jlapt·r employt·tl in oscillograph ri'COrding, mapping and tracing; Profwiorilll Pho. 

tograpli!J Products- including blad;-and-whih.• and (()lor stiU film, and phot'lgraphic p3pers for pro­

fessional photographic npplieations, prc.•ss om! industrial photography aml professional portraiturl'; 

ami llcJlrD{!rUJIItic lltuiiiCS~ S!l-ifCmf Prmlucts- including diaw rerroouction equipment, sensitized 

reproduction ma!t•rials uml in such equipment, business forms, micro~:raphic equipment and supplies, 
sensitized r~pcr and toner for electrostatic office cupien, and drafting offk<~ supplie.J. 

The Company also offers l.'tlllsumer photo finishing srrvkcs through 19 phototini~bing plllnts in the 

United States and Europe. 

Distribution of the Company's consumer and professional photo products Is mad1• through a field 

sales force consisting in part of the Company's own employees and in part of independent sales repre. 

sentatives or distributors. Sale~ are primarily to mass merchandisers and to photo specialty !bops. The 

--~~----r ----· Company's-graphic.arlE:uuh·r.:l.y.phuto.products...au!.sold in.part..to. ilistributon...andin part. alcmg_with ______ --·- . : ------~- ·--·-------- ··----
t_ other industrial photo products, directly to users. The reprographic business systems products are sold In J· · 
,, part directly by the Company's own employees and in part through independent dealers. The repro- j 

;;. graphic machines sold by the Company are serviced in port by the Company's own employees and In 1 
" part by employees of iuch independent dealers wbo are trained by the Company. j 
~- i. . 

llaw llaterlala ond Supplies 

The Contpa.ny. purchases from ~rat sources the ~w materials and compont!llts (some of 
which are manufactured pursuant to its specifiCations) for the film. paper, slide and motion picture 

projectors. and viewers manufactured by it. The price of silver, which is one of the more important raw 

materials used in the manufacture of film and photographic paper, has risen sharply since 1972. The 
· ... price of silver, based on the Handy & Hannan daily New York quotations, ranged from $1.387 to 

$2.048 per troy ounce in 197.2, from $1Jl62 to $3.28 pei: troy ounce ln_l973, from $3.27 to $6.70 per troy 

ounce in 1974, from $3.91 to $5.225 per troy Olince In 1975, and from $3.815 to $5.10 per troy ounce 

in _1978 through December 1; In each of these years, except 1976, the cost of silver used in the Ccm­
paily's mimufacturing operations was higher than in the preceding year. Competitive foctors have 

limited and still limit the Company's ability to implement price increases related to this Increased c:ost. 

Accordingly, the increased cOst: of silver may c:Ontinue to have a material adverse effect on the eamings 

·of the Company unless •ubstantial price increaSes can be effeCted or the price of silver declines. 

The still and motion picture cameras and sound proJectors sold by the Comp;uiy are manufactured· 

specially for the Compony by comp!lllies loeated in Japan, Hong Kong; Macao and Taiwan. Morts by 
·... the Company ani .underway to. COUUQence purchases from a number of additional suppliers. During 
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l'J';(i !Ill' c,mp.mr ha\ h·:·n; np<lif:!wi:l~ I;!II).IJ~I dr·tl~ ~ in oht.1in;,,.~ thn .. "ijlplu:·; w!.h !: "''~ 
adrt ,,,·!y ;•!!rdr<l 'J!n . 

. \1-:-tak film h;;~{· ll>r rl !.;. tlw Comp,mr I\ IHJ!ll:f.idun"Jl;:• i! Oth,-r (;ito! !o.l'<''· i!Kli:din~ pnl~<•h'f, 
allJ r:1w t>.Jpq ;lfl' pun·l;.t\('<i hom r!nme'! oc ami brrign ~\lilrfr<. . 

TJ-.., raw lll<lkrbh: ami ~upph~ II\<~~ In fw 111-iHIIb<inJ<' ,,f ~"~'l''"l:r:•p:.;,-Jm,int·~, produl'f< arl' pm­
l'h:uNI frtm• ~t:\·r·r.ll >Hlll<''' ''"':. ·'~:.nu.:h u· 'fllr,<' n~ l':u~s :!It' !milt to lb.- C.anp·m\ \ <pc•eific·:•tinn,_ 
allrrnatt• ~ourus far q; ;, parts are al',l!l.,h!.· 

Tiu• phnt.'>.~:traphk imlr~>try is domin:.r.~f in many an·:~s hr Ea•tm:m i.:()(bl Complll)' ("F.a,;tman"). 
Th<" C11rnpany'.1 ~tu:Ifl ~h:m· d the marl..t·t abo f<ll'el t'flmpdition from ford!-!:n •nnn r'l. In !!'run I, tht• 
Cnmp:lll)' oiT1·rs l hru:•d ran~·· of plu•tocraphic lltot!ucb, whkh is, hnwcw•r, ''lll!ldt•rahlr narrl}wcr 
!han tlwt nffl'n~l hr 1-:it>tman. Th, Compah)' t.~Jil"ws it is thl' lc'.n!inll: l1Totlnt't'r of s!!·n·o \'inn•n 
and rl?f'h. 

Ttw Company hl\ iuili:ltl'd litigatiun apirli! Ea~!man, whirh i~ mort• full\' 1lr~t:rilml hd•m•. 
:\ fa1·nruhle cll'f·i-ion in tlut .,11it l'Hnl.!l.av•· ,. lwrwfit·ial dlu:t un tlw Cw~pany's phutogr:tp!tit· hmi· 
!It·•~. hmw.-\ i·r, an adn-rw drchiou '~;uld rem!! in the c-ontinuatinr. of thc• pn·~·~nt Jdn·r;;c· l'\llllJWiilivr 
po~itiun uf the• Ccllllpan~· :mel halt' sigrdic.uit implic:1tion> mnn·rning tht• future of till' Company in 
,·arinus a~pl'l'h of thr- pl~o;!o~r:lJ:I,ic h.t~irct·"· The outl"llw of tlw liti!talion C'.ltUIOl b1· prcu.drd at 
this tirnl". 

The Compan)' lwliews th::~t it i~ lllll' nf tlh• twn leadin!! du•JW~lic pmdul'<-rs of dia1,1 t<1)rcxlncticm 
___ ·---- --·~I!!PrnS.IJL;t,mL di!;.!.(Lpapm •. pla.ili.c.Jilms ..nJ mbc.r~~-Hwlnl-plOOuets;-Thc di:mnqnoductlllif ___ · T--------~.,-. ----::-----:---

---..------; prOcess, while suitnhle for <'Op)-ing e11~inrering and nrchitecturnl dr:mings because of itt capacity to ! . ·. · 
f make large-r COj)ies, is limit «lin getK"t:l nppHc.lbility by the need for a translucent m!ISt<1' shect printed i. · 

:mly on one side. The di31» process may l'<' .suhfl't't to inrreasing romprtltion from oU1er pi'()CeSses and 

I\ 
~.! 

may become subject to bcreased regulation. See NF.nviromnental Control and Rel:1tl'd Matters'". 

1he field of business fomlS prodw;:e;d pursuant to cwtomer specifications is dominated by anotbft­
company. The business forms products of the Company arr :sold principally_ in the northern part of the 
United States east of the MisdAippi Rh·er. 

llemJI lhoelopitwntt 

Since 1973 the ·direct operating pro&t ( \\1thoot allocation of interest. ~ and unallocated._ 
corporate expense) of the Photo lr Repro Croup has declined _wrply, and In 1976 the group \\ill · 
probably show a direct operating loss. This decline on a worldWide baSis has becm the result of a num­
ber of factors affecting photographic productS, including, significantly, the int:rocluction of products by 
. Eastman l'eoderlng competitive products obsolete, as well as increases In the price of silver and other 
cost increases which ba\'e not been passed on In full. and general eoonomic conditions afied:ing both 
consumer and industrial markets. MMlOVer, the Company has been required to Incur for its photo­
graphic line of producbi, advertising costs, researth and development ~ and working capital 
requi:uneuts cllsProportiooately greater than the contribution of the Photo 6: Repro Group to the 
Couipany's sales. · · · 

·. . ; ~ 

\ ·. <. 
. . . :-~ 
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TI1e 1972 introduction of Eastman's C-4llilm and the conversion by photo finishers to the diiicrcnt 

processes required to develop such film has had, and is expected to continue to have, the effect of 

substantially curtailing the developing of the Company's C-22 culor print film by photo finishers and 

has thereby reduced, and may he expected to continue to reduce, demand for such film. The Com­

pany's photo finishing plants retain the capacity to develop and process both the Company's C-22 

film and Eastman's C-41 film, and the Company expects to retain the capacity for developing and 

processing its C-22 fib.1 so long as there is sufficient demand. 

Since the introduction of Eru:tman's C-41 film, thCJ Company has had under development a new 

color print 6Im for pocket-sized instant loading c:unerns, standard size instant loading cameras and 35 
mi!limerer cameras which could be developed ',\ith the same chemicals used in developing Eastman's 

C-41 6\m and other subsequently introduced competitive films. The Company is making limited ship­

ments of the new film for pocket-sized instant loading cameras and is making preparations for com­

mcrrial production of the new 6Jm in 1977. However, no assurance can be given that this objectivr. 

will be reached. 

On April 30, 1973, the Company filed an antitrust action against Eastman in the U.S. District 

Court for the Southern District of New York seeking treble damages in an unstated amount and 

certain equitable relief, including the division of Eastman into ten separate and independent businesses, 
the dedication to the public of the trademark "Kodak" and disclosure and licensing on a royalty· 

tree basis of all Eastman's present an:l future photographic patenl~ and know-how. 

~-----;1-::----~- ___ !_:_ ---·-----n;;-c;;;pany~tatefh;it;c;;-;plainti1iat it~'fh'CiaSt:'ieffi"iifniDi.CiomeStfc _com:PCtitorToEnstiililn __ _ 

.: ·); ~. in the mam1-facture of conventional amateur photographic film. The Company alleged that Eastman 

·.:: 

·.:, ,· 

.:,: ..... 

?\ has forestalled 'innovation in the development of products incompatible with those of Eastman, and 

. t has made numerm~s changes in its products in order to make th~ products of its competitors unmarket- ·. 

l able. The Complaint further alleged that Eastman has, in many ~reas of the photographic industry, 

- ' > monopol!zoo the production _and sale .·of photographic supplieS, restraine4- trade, foreclosed markets, 

f made illegal acquisitions and engaged .in various other illegal acts imd practices. Eastman filed an 

f Amwer denying the material allegations of the Complaint Document discoyery and oral depositions 

·f. of witnesses are underway in the pre-mal proceedings, and a trial date has been tentatively set for 
OC eoriy 1978. · 
-~ 
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·The Company's film. under an agretiment which expifed October 1, ·1976, has been the olficinl ffim 

of Dismiyl:ind and Walt. Disney World, where the Company has Photo Exhibit Centers and the 

Company's photo products, together with certain products· of ot~.er. manUfacturers, have been sold· 

through more than 50 retail 'photo Ciutlets. The Company has recently obtained an extension to Septem­

ber 30, i979 of· this agroo,ment pursuant· to which additional photographic products not· produced by 
the Company may be silld. · · 

• The Company:s $9 'million expansion ofits photo product facilities in Sint-Niklaas,' BelgiU:111o 

announced in 1974, is sCheduled to be completed in December1976. The agreements relating to the 

development and flnimcing of this project require thai: the Company have certain minimum numb(;l'S 

of emplCiyees at various tiines whiCh \vould represent additions to the current work force. If p~esent 
business conditions cmitinue, however, it is ~").lected that this plant 1Vill' riperate at substantially Jess 

. than full capacity;. · · , · 

An investigation by British ~uthCirlties of ~ertain practices,. iilr,uding pricing. of the members of. 

the diaZo iiidtistry in the United Kingdom, including the CCimpany's British subsidiary, iS under way; 

"' ~· :~ 
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It is not anticipated that such investigation will generate a materially adverse result insofar as the 
operations either of the British subsidiary or the Company are concerned. 

The largest single customer for the Companr's color print film has advised the Company that it 
will be unable to make current parments with respect to approximately $3 million of the Company's 
accounts receivables and has requested a one year moratorium with respect to such payments. A sub· 
stantial J.lOrtion of such customer's indebtedness is secured by a second mortgage on certain property 
of the customer. 

On December 22, 1976 the Company purchased the medical products division of United States 
Radium Corporation for a price of approximately $2.5 million. The division manufactures x-ray 
intensifying screens, cassettes and related hardware. 

Building Materials 

Products 

The building materials product sales group includes the following: asphalt shingles; built-up 
roofing, consisting of organic and asbestos-based felts; asphalt roof coatings and plastic cements; organic 
and asbestos dry felt produced primarily for use by the Company's roofing or Roaring plants; vinyl 
siding; mineral6ber roof shingles and siding; mineral fiber building board; mineral6ber c&.nal bulkhead 
designed and processed to prevent land erosion_bY(!_!t~cr-_saltQ~~§]i"~a_t~>Xi!lyiJl~bestosJloor tiles;"_" _ ~----""·~----~--"---~------~---- ~ -~Viil}'lsheel:-Boorroveriiigs;"automotlvesound deadening and insulation products; and adhesives, cove 
bases and glass fiber insulation (each purchased for resale). 

The Company sells its products throagh its own salesmen to wholesalers, retailers, applicators, 
contractors and builders. Such sales are mostly limited, in the case of building materials other than 
Boor tiles and sheet vinyl, to states east. of the Rocky Mountains. Its products are also supplied, on a 
bid basis, to United States BI?d State agencies. The Company operates its own distribution outlets for 
resilient fl~oring in six Cities where available outlets were not deemed:satisfactory. 

&w ~aterials and Supplies 

A major porticn'o of the raw materials used for the manufacture of building materials is purchased 
from a large number of outside sources and the balance is produced by the Company, iiiduding roofing 
granules, which are used to surface asphalt roofing products. 

Raw material ingredients for dry felt, which have been in good supply, are rags, waste paper, 
pulpwood and wood Hour, purchased in the open market at prices which are subject to fluctuation. 
Asphalt is P.urchased from major oil refineries and independent operators, in one case pursuant to a 
long tennsupply contract. The C~mpany purchases glass fiber insulation from a single source which bas allowed its long-ter;n supply contract fo~ residential building insulation with the Company to lapse 
and has advised that it intend~ to cease to supply the Company's requirements. The Company is con-

• testing this posii:ion, and discussions are currently underway with this supplier. . 
During 1975 the Company experienced difficulty in obtaining sufficient quantities of asbestos 

for use in the felt components of roofing and flooring products, resulting in lowered production of 
roofing and flooring products in the last half of .1975. Although asbestos is presently more readily 
ava,ilable,lilnited shortages continue to exist. · 
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Market Position 

The building materials industry is highly competitive. The Company believes that it is one of the 

ieading producers of asphalt roof shingles, built-up rooBng, mineral fiber roof shingles, siding shingles, 

mineral fiber fiat sheets, vinyl floor coverings, vinyl siding and automotive sound deadening and insula­

tion products. One of the Company's largest customers for roofing materials has announced its inten· 

tion to begin producing its own materials. 

Recent Devewpments 

Roofing products constitute the major portion of total sales of the building materials product sales 

group. It is believed that historically a majority of roofing products sold by the Company have been 

used in reroollng of existing structures. It is reported that housing starts were at a level of approximately 

2,379,000 units in 1972, 2,058,l>'OO units in 1973, 1,353,000 units in 1974, 1,171,000 units in 1975, and 

1,500,000 units (estimated) in 1976. Despite the consistent decline in reported housing starts between 

1972 and 1975, the Comp:my's sabs revenues fram roofing products increased in 1973, 1974 and 1975 

over the then prior years, although unit sales (which increased in 1973 and 1974 over the then prior 

years) decreased in 1975 from the record unit sales recorded by the Company in 197 4. 
-r 

------ -Iri '1975 and "1976 -the Company-concluded ·initial -·arrangements- for- the construction--of -a-sh~et -- ----7l 
vinyl flooring plant in Mullingar, Ireland. Construction is prescntly.scheduled to be completed in laJe 

1977. The plant will be owned and operated by GAF (Ireland) Company, a branch of GAF (Nede.r­

land) B.V. ("GAF Nederland"), a wholly-owned subsidiary of the Company, and will be the Com­

pany's principal source of sheet vinyl for sale in Europe and other overseas markets. The Company 

anticipates that it will face substantial competition for its sheet vinyl products in the European market 

in view of competitors' recently announced plans. for increased capacity to serve that market 

The Company anticipates tl1at capital eXpenditures on the plant will be in excess of $33 million. 

Estimates of the total cost of the project have been, and are expected to continue to be, influenced by 

Huctuations in exchange rates and inflation in Ireland. Arrangements have been concluded with the 

Industrial Development Authority of Ireland to obtain grants for a portion of the cost of tha project, 

provided that the Company makes equity investment in the project at least equal to the aggregate 

amount of the grants. Such investment, and other funds necessary for completion and operation of the 

project, may.be obtained by the Company through loans made to the Company and/or GAF Nederland. 

The Company has arranged with Irish and English banks to borrow portions of the required funds. 

The Company will provide additional capital for completion and operation of the project from the 

Company's general hmds and/ or domestic lending sources. 

As a result of the settlement in May 1970 of a lawsuit commenced in 1966 against The Ruberoid 

Co., the. Company entered into a license agreement with Congoleum Industries, Inc .. whereby the 

Company was licensed to manufacture and sell foamed vinyl flooring which uses a chemical embossing 

process. In exchange for such license, the Company agreed topay a royalty equal to 5% of the net 

sales of such product during the term of the agreement, which has a stated term ending on December 

20, 1983, and, in any event, the Company is required to pay a minimum royalty of .$125,000 a year 

through 1983, which amount is applied against royalties payable in each such year. Royalties paid lllider 

this a[;!'eement for 1972, 1973, 1974 and 1975 amounted to approximately $1,023,001}, $905,000, $719,000 

and $466,000, respectively. 
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Intemational Operations 

Tlac Company's international operalions, which are consolidated in the net sales and income for the Companr's three lines of business and product groups, include export of the products manufat-tured by the Company in the United States (principally its sheet "inyl, acetylenes, industrial photographic ami consumer photographic products) and the operations of the Company's fmcign subsidiaries. Sales by foreign subsidiaries arc principally in Western Europe. Subsidiaries nrc also activ1•, in Australia, Canada Jad elsewhere. For 1973, 1074 and 1075, the Company's intcnmtional operation~. including export sales from domestic opcmtions, accounted for approximately 16%, 1i% and 17%, rc~pcctivcly, of its net sales for such years. 

In general, during 1973, 1974 and 1975, the ratio of operating profit to sales in international opera­tions exceeded such ratio in domestic operations, and international opcr.lling profits in 1973 wcfe almost double those of 19i2. However, in the first nine months of 1976 due to economic condition;. in Europe and the effect of foreign cxclmngc fluctuations, the ratio in intemational operations did not' exceed such ratio in domestic operations. Sec Note 2 of Notes to Consolidated Financial Statements for information as to foreign opemtions indudrd in international operations. Sec pages 23, 20 a:td 25, respcctivelr, for discussions of expansion of the Company's European photo produ;:t facilities, con­struction of a new chemical manufacturing plant~~~ West Germany, and construction of a new sheet vin)'l manufacturing facility in Ireland. 

~~--~-~--T--- ::~:d1~:i;~o!rii:~~~ri::;~~~~~:~£~~~s~~~f ~~o~:.d=~ ~~::i~irJ - __ -_ :_,_,'-~ _-- -__ 
New Business venture ___ --------~-__ ~---r-~ ~-~-

-, l attention In late 1974 when it changed its programming imd discontinued playing classical. music. .- - ,. 

- ... ~, 

.... 

1 WNCN has subsequently returned to a classical music fonnal. The Company h:JS budgeted additional f _--_ j capital expenditures for the construction of a new broadcasting complex and the improveme-.Jt of the :I station's trn11smitting quality. 
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Research and Develop~ent 
. Research and Aevelopmerit expenses in 1974 and 1975 were $15,0ll,OOO and $15,272,000, respec-. tivcly. Approidmately 65% of the amount spent in 1975 \Vas used for research to develop new or improved products:;and processes; while. the remaining 35% was for improvement of existing prod~ . ucts and teclmologlcs. The iatter category includes product quality improvements, improved formulatioiiS, and experimentally-developed new applii:ations data to exploit the full potential of exist­ing company prodticts. During 1974, approximately 60% of research aild development expenses were ·. used for tbe devcld~~~ent of new products and proce5ses, while approximately 40% was used to enhant:e existing products o"-~c1 technologies; · 

As of Oct~beri 31, 1976, 280 professional empJoy~es were engaged in Compnny~spoUS:,rcd re~earch and development.:[ ;: . . . · . . . . .... ' . ; ; . i i ~ .. . '.· ' . :~ -~~- ' . ; ' .: ', ' . . . . ·. During 1972iihe Conipany relocated several research and development functions to Wayne, New Jersey. See "Facili~iis" for further details corioeming the Wayne site. · ·- · · .. : ~ ; : 
-
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Employees 

At October 31, 19i6 the Company employed approximately 21,000 people, which number is expect­
ed to be reduced by approximately 2.5% pursuant to a Company-wide cost reduction program presently 
in progress. At such date, approximately 8,400 employees in the United States and Canada were 
represented by 69 unions under contracts which arc effective, in most eases, for two or three year 
periods. Employee relations at all of the Company's plants h:l\'e been generally satisfactory. In 1975 
work stoppages related to contract renewal negotiations occurred at the following facilities of the 
Company for the respective periods of time imlicatcd: (a) Baltimore, Maryland roofing plant- one 
month; (b) Whitehall, Pennsylvania sl1eet vinyl plant- four days; (c) Long Beach, California Uoor 
tile plant- three weeks; and (d) Annapolis, Missouri granules quarry -one month. During ll:i76 a 
three week sbppage occurred at the Company's San Francisco distribution facility and a one week 
stoppage at the Binghamton, New York photographic products plant. The Company has in effect 
various benefit plans which include retirement plans and group insurance arrangements providing 
life, accident, hospital, surgical and medical coverage. The Company and, in most eases, the employees 
contribute to the costs of the insurance arrangements. See Notes 1 and 9 of Notes to the Consolidated 
Financial Statements for further details concerning the retirement plans. 

Patents 

~ The Company owns approximately 1,750 domestic and 1,900 foreign patents and approximately , 

--__ -_ -~-----:-_ ---.- ----~-; -----,--:c::!::~;en:~2~:::~~~~~~i:rr:;:~~~~:~~~~~~:;:~~~::~;:r~~::~!!;~~~il~:!~ ------r---~---

j··· 

- ~: a~ a whole other than the pat.cnts covered by tl1e_ licenses from Congoleum Industries, Inc. and Amchem 
~~ described under ~Building';Materials-Recent Developments" and ·chemieal~Reeent DIWelop-
~· mimts," respeetively, and n group of patentS on pliotographie products and processes for making photo-

. _ f graphic film covered by licenses from Eastman, which patents have been challenged by the Company in 
-~ -, - tlle antitrust _action against Eastman described under "Photo & Repro- Recent Developments," · 
jt 
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Environmental Q,ntrol and Related Matters 

By reason of the nature of many of the Company's operations, eriyironmental· standards promul­
gated by various regulatory bodies, inany of which have_ been recently established, are haVing or· 
·~viii have a substantial impact upon the Company. In some eases, the Company has obtained variances 
which are conditioned upon compliance at some future date, and in_ other cases it iS seeking tO work 
out similar arrangements. It is believed_ that federal and state statutes. and regulations dealing 
wit~ the protection of the environment will increasingly affect the Company .. Whi!ethe exact 

. nature of the eriVironr.1ental eontrol. problems which the Company ~viii encounter in the future 
- cannot be predicted, substaDtial additioria1 capital expenditui-es .and increased operatiD.g expenses, 

the amorint of which cannot be estimatert at this time, ,viJl l?e occasioned.by the Cmilpany's 
continuing elfort to deal with environmental_problerns arising from its activities nnd to comply witll . 
the statutes and regulations referred to abave. However, the Company believes that compliance with 

. . environmental protection requirementS 'will not adversely affect itS competitive position in the industries 
, in which it is engaged. Pollution control requirements resulted in capital expenditures of approximately 
· .. $5,800,000 iri.l972, $4,750,000 in 1973, $7,780,000 in 1974, and $7,740,000 in 1975. The Company expects 
to invest-an additional amount of approximately $4,580,000 in pollution abatement facilities in .1976, . 
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$10,720,000 in 1977, $3,390,000 in 1978 and $i,SIO,OOO thereafter. No assurance can be gi\•cn that the 
amounts actually invested will not be larger. 

On August 30, 19il, the Company entered into an agreement with Rensselaer County Sewer 
District No. 1 for the construction, operation and maintenance of secondary treatment facilities for 
the industrial waste discharge from the Company's Rensselaer, N.Y. manufacturing plant. The Com­
pany's obligation for the first year of operation, which commenced in June 1976, is presently estimated 
to be in excess of $320,000. Of this sum, approximately $86,000 is estimated to be attributable to debt 
service. It is anticipated that the operating and maintenance costs for this facility will increase in the 
future while debt service costs will decrease. The Company's debt service obligation, however, is 
expected to continue for approximately 27 years. In addition, the Company will be obligated to pay a 
portion of llxcd operating and maintenance costs of the plant through June 30, 1990. Primary treatment 
for the industrial waste from the Company's plant, as well as the industrial wastes from '1 plant owned 
by Sterling Drug Inc. ("Sterling"), is being provided by facilities located adjacent to the Company's 
plant. Such facilities have been constructt•d with the proceeds of pollution control revenue bonds 
(which are unconditionally jointly guaranteed by the Company and Sterling) sold on July 1, 1974 by 
the Rensselaer County Industrial Development Agency, on which date both the Company and Sterling 
entered into a tc:n year lease for such facilities. 

On September 26, 1973, and May 24, 1974 pollution control financing arrangements were entered 
into with, respectively, the City of Calvert City, Kentucky and Broome County Industrial Develop­
ment Agency (Broome County, New York) pursuant to which pollution control revenue bonds were 
issued in the respecti V()_ pJin£ipaLllf!IQll_nt.,uU2.lQO,QOO_( oLwhichc $300,000-has-been. prepaid) and c ------~~ ~~-~~~--~------c----$2~50o,oOO:-on}~~e26,1975 the Company entered into an additional $750,000 pollution control financ­
ing with Broome. County Industrial Development Agency, relating to the project invoh·ed in the 
1974 financing. All such bonds are unconditionally guaranteed by the Company and the proceeds were 
used in comiection with pollution control facilities at the Company's chemical plant in Calvert City 
and photo products plant in Binghamton, New York. I· 

On February 20, 1976 the Company entered into an in.~tallment sale agreement with the New Jersey 
Economic Developmcnt.Authority (the "Authority") for the purchase of pollution control facilities to 
be constructed by mid-1977 adjacent to the Company's Linden, New Jersey chemical plant with the 
proceeds of pollution control revenue bonds in the aggre~ate principal amount of $10,000,000 sold on 
that date by the Authority. Payments under the installment sale agreement are assigned to the payment 
of the Authority bonds, which are also unconditionally guaranteed by the Company. The Company is 
presently negotiating the use of similar types offlnancing for pollution control facilities at other 
locations. · 

The federal Occupational Safety and Health Administration ("OSHA") has promulgated nrimerous 
regulations dealing with various aspects of the Company's operations, including regulation of per· 
missible levels of asbestos fibres in manufacturing facilities. The OSHA regulation applicable to 
asbestos processing andfabricating facilities established a permissible level in the occupationahvork 
atmosphere of five fibres of asbestos per cubic centimeter of air. This permissible level was reduced 
to two fibres per cubic centimeter on July 1, 1976. The Company's mallufacturing operations were 
in substantial compliance with the five-fibre standard .and the Company believes its operations are 
snbstantially iucomplillnce with the two-fibre standard. OSHA is presently proposmg a further reduc­
tion in permissible level to one-half of an asbestos fibre per cubic centimeter of air. The outcome of 
this proposal and of the effect of any standards which may result therefrom cannot be predicted at 
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this time. At present the Company is not aware of any adequate substitute f<lr asbestos in the produc­

tion of roofing felts. 

On November 25, 1975, OSHA issued a proposed regulation governing various aspects of in· 

dustrial use of ammonia. The comment pcliod on lhcsc proposals expired in Aplil 1976 and it is 

expected that OSHA will either issue a revised proposal or call public hearings on the existing 

proposal in the near future. In addition, OSHA has proposed to terminate the exemption of the diazo 

industry from an existing regulation governing ammonia use. T11e Company believes that implementa­

tion of either of these proposals would make diazo reproduction operations economically unviablr. 

for all but a few of its diazo customers. 

The Company is reviewing the recently enacted federal touc substances control legislation and 

has preliminarily concluded that such legislation may have a significant effect on the Company's 

operations. The nature and extent of the impact of this legislation is not ascertainable at this time in 

light of the fact that regulations have not been proposed. 

Facilities 

The Company's major plants are as follows: 

Clrcmical: Calvert City, KentucJ.;y; Linden, New Jersey; Rensselaer, New York; Texas City, 

Texas; Glens Falls, New York; Chattanooga, Tennessee; Glenville, Connecticut; Franklin, Massa-

·~CliuseHs;Warreri; Micliigan;-Knnapoli~Missouri;~Bound -Brook,-New·Jerse~·;-Newburgh,New---~-···.' 
York; Charmian and Erie, Pennsylvania; and Westerly, Rhode Island. The Company owns rock 

quarries at Annajlolis, Missouri; Chnnnian, Pennsylvania; and Kremlin, Wisconsin. 

Photo & Repro: Binghamton, New York; Plliladelphia, Pennsylvania; Los Angeles, California; 

Sint-Niklaas, Belgium; Progress, Oregon; Vestal, New York; Johnson City, New York; Vernon, 

New York; Colnbrook, England; Delft, The Netherlands; Shelby, Ohio; Charlotte, North Carolina; 

San Antonio, Texas; Kansas City, Kansas; Vernon,' New York; Arlington, Texas; Milwaukee, 

Wisconsin; and Sydney, Australia. 

Building Materials: Mobile, Alabama; Long Beach,' California; Denver Colorado; Tampa, Florida; 

Savallqah, Georgia; Joliet, Illinois; Mount Vernon, Indiana; Baltimore, Maryland; Millis, Massa­

chusetts; Minneapolis, Minnesota; Kansas City and St Louis, Missouri; Gloucester City and 

South Bound Brook, New Jersey; Vails Gate, New York; Erie and Whitehall, Pennsylvania; and 

Dallas and Houston, Texas. 
.. . 

With the exceptionof the plants located in Warren, Michigan and Aimapolis, Missouri, which 

are leased to the Company, and of two leased buildings in Philadelphia, the above mentioned proper­

ties are owned by the Company in fee. That portion of the plant (buUding and equipment only) at 

Texas City, Te;~:as which produces Al.1mEN~ is owned by Amchem. · 

The Company also owns or leases many other smaller plants, research labomtories, sales offices 

and distribution warehouses in the United States and elsewhere. 

The Companybclieves that in general these plants and facilities, which are of widely varying ages 

and of different types of construction, have been adequately maintained and are in good condition. 

Each plant has adequate transportation facilities for both raw materials and finished products. 
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The executive offices of the Company am] a substantial portion of its administrative offices are 
housed in approximately 176,000 squart• feet of leased space at 140 West 51st Street and 1180 Avenue 
of the Americas, New York, New York. 

[n July 1072, the Comp;lll)' leased certain laboratory facilities and approximately 100 acres of laud 
in \ \' aync, New J crsey at which it consolidated a number of its research and development operations. A 
new SO,OOO square foot huildin!~· complctcd in 19i4, houses the Company's general administwtivc and 
clerical personnel and its principal electronic data processing facilities. The Wayne lease is for a period 
of 25 years with an option to 11urchase at c.1piration. Annual rentals (the lease is a "net lease" under 
which the Company is obligated to maintain, repair, insure and pay all taxes ou the property) arc 
t.alculated to allow the lessor to recover the cost of the property, its annual interest costs of 7%% 
and its other expenses of leasing the property. The Company believes thut the useful life of most of 
the buildings remaining at the scheduled termination of the lease will be relatively short. 

Litigation and Other Matters 

On April :30, 1973 the Company commenced nn antitmst action agaill5t Eastman Kodak Company. 
This action is described under the caption "Photo & Repro- Recent De\·elopmcnts." 

TllC Company and Amchcm ha\'e commenced litigation against one another in several 
jurisdictions throu.ghout the world. The litigation relates to a plant growth regulator which is 
sold by Amchem as ETimEI.© and by the Compao)' as CErnA®, In several European conn-~-~~~-~~~,- -~--trfes_ancLinthe_Unitcd-Stutcs-Patent-Office,th~litigation-consists-of-·interference·proceedfngs;·Tife-- ------J----------~--,-.~--~~ ~ interference proceedings brought by the Company in the United States Patent Office were dismissed and 
in Aprll1975 a patent relating to certain parts of its application issued to Amchem. In June 1975 _the 
Comp:m)' commenced a declaratory judgment proceeding in the United States District Court for the 
Eastem District of Pennsylvania seeking to have the patent granted to Amchcm declared invalid and to 
obtain other appropriate relief. In a separate action brougllt by the Company in the United States 
District Courtfor the Eastern District of Pc1insylvania the Court granted Amchem's motion for sum­
mary judgment dismissing the Company's suit which sought the assignment to the Company of all 
Amchem's foreign usc patents on the invention of the plant growth regulator and the establishment of a 
constructive trust in fawr of tl1e Company with respect to all of Amchcm's profits on ETimEL® sales. 
The Company is appealing the decision. In another action brought by Amchem in the United States 
District Court for the Northern District of Georgia, the Court entered judgment dismissing Amchcm's 
suit seeking to cancel the Environmental Protection Agency (the "EPA") registration which the Com-
pany hadobtained for CEPIIA®, upon the theory that the Company had obtained such registration pur­
suant to procedures inconsistent. with the Federal Insecticide, Fungicide and Rodenticide Act, as 
amended. Amchem appealed from this judgment and the United States Court of Appeals for the Fifth 
Circuit remanded the matter to the district court for the purpose of determining the cHect, if any, of 
recent amendments of that act upon that court's judgment. Upon remand, the district court ruledin the 
Company's favor, determining that such amendments had no· eHeet upon the outcome. Amchem is 
appealing this ruling. 

In 1974, the Company and eight other United States manufacturers of dyes were indicted on 
charges of engaging in a combination and conspiracy to llx, raise, and maintain prices of dyes in the 
United States in violation of Section 1 of the Sherman Act. The govemrnent simultaneously brought 
a civil action, which is still pending, seeking an injunction against the alleged conspiracy and. any 
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other conspiracic~ or practices of a similar import. Later that year the Company and seven other 
defendants entered, and the court accepted, pleas of twlo contendere. The Company w~s fined $45,000 

in this action. Shortly after the indictments and civil actions referred to above, six private civil actions 
were brought against the same defendants by plaintiffs purporting to represent all purchasers of 
dyestuffs from one or more of these defendants or their alleged co-conspirators. These actions Wl're 
consolidated in the United States District Court for the Southern District of New York whicl1, in 
1975, approved a stipulation of settlement providing for the defendants' to establish a COillmon fund 
totaling $15,000,000 for satisfaction of the validated claims of members of the plaintiff class. The 
Company has made its contribution to this common fund as provided under the approved stipulation 

of settlement. 

During the lirst quarter of 19i6, the Company began an internal investigation of au abuse of one 
of the Company's cooperative advertising programs durlng the past several years involving a major 

domestic customer of the Photo & Ucpro Group. Under the cooperative advertising program investi· 
gated, customers of the Photo & Repro Group were given redeemable scrip equal in frsce value to a 
percentage of the amount of their purchases of certain products of that Group. TI1e scrip was redeem· 
able at face value to reimburse customers for approved advertising and, for a time, scrip not used 
for advertising reimbursement could be used at 25% of face value to order goods from a merchandise 
catalog. Under the programs now in elfect, credits are not redeemable for merchandise and may be 

used solely for advertising reimbursement. Following a preliminary internal investigation, the Execu-
tive Committee of the Board of Directors directed rnangement to cause bpecial outside counsel to 
conduct a comprehensive investigation of the abus~:. That ilwestigation has been completed and special , 

. ~ 

counsel has reported that a senior buyer of that customer, without the knowledge or consent of respon· i 
~. -.. --~.,-~--:::·-~.~---- ----·--sible·managemcnt·of- thc-l:ustunn:r,obtaiued-or-directed-delivczy-of-, betwccn-$150,000- and $175,000~---+-~-.-~. _ 

,, worth of merchandise during the period 1070 through 1975. Special counsel has also reported that 1 · 

·. ,-, nothing in its investigation revealed 211)' facts which could lead one reasonably. to believe that any of I 

the Company's directOrs or senior management had any infonnation conCerning the abuse until it wils 
discovered iri December 1975. Management is of the opinion that the abuse of the cooperative adver· 

i~ 

. f 
i 

tising program had no material eJiect upon, and that termination of the merchandise redemption .. 
feature of the program has bad and will continue to _have no material a.iverse cJfect upon; the 
Company's business, financia.J,puSition or results of opeititions considered as a whole. The, Company 
has filed CwTenfRepGru on Fonn 8:-K with the Seeurities and Exclumge Commission as to the 
investigation and its results. The Company does not deem the matt..i to be ma~rial. , ·. . .. 

A5 of December 1, 1976 the Company was a co-defendant in approxilniltely 210 lawsuits involving· 
alleged health claims of non'~ployees relating to the inhalation of asbestos fibres. In the only .such 

lawsuit in which judgment after trial WllS entered against the Company, damages were awarded against 

a number of co-defendants, including the Cpmpany. Such decision was affirmed by the United States 

Court of Appeals for the Fifth Cirruit and ~.certioiarl was denied by the United States Supreme 
·.COUrt.. 'fhe Company bas Settled <:ertilin other {!f such la..ySuits. It is antidpilted that additional 

suits may be filed by industrial insulation workers who ~ve been exposed to.asbestos dmt at numerous 

oonstruction sites where insulation materials mariufactih"lld by the Company and others were used. 
The Company has insurance coverage, which is generally-·silbject to a $50,000 deductible iis to each 
case, with respect tQ actions of this type. Because premiwns pi1i4 with regard to such insurimee are 
experience rated, if the Company bas an adverse loss expcrience,,~th respect to suCh actions, itS 
premiums will be incre~ed to reflect such losnxperience. A numbei•flf employees and former em· 

ployees have also filed claims for diseases ~sociatild with the inhalation oflisltestos fibres under app~ic-: 
able workmen's compensation laws. The Company is self-insured with respect to some of thi!Se daiins, a 
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number of which have been ~l'ltlrd. The cost to the Company of such settlements and awards in con· 
nection with these workmen's cflmpcnsation claims is not readily as~'t'rtainab'c. The Company docs not 
believe that the disposition of tl.csc c.\isting actim·s and workmen's compensation daims will have a 
material adn•rsc cfft•d on the Company's earnings or !ln:u;cbl position. although the clffi·t 011 the 
Company of actiom of this nature which mar be filed in the future ca!~~ot be predicted at this time. 

The Company is a defcnd:~nt (generally one of several) in a number of cru;es and claims involving 
allegedly defective roonng. While the ammmts claimed in a number of these cases are substantial, 
the recovery, if any, from the defe11dants is generally a~portioned among them and it is therefore 
unlikely that the Company would be required to bear the full burden of any judgment or settlement. 

DESCRIPTION OF CAPITAL STOCK 
Th<' authorized capital stock of the Compar.y consists of 25,000,000 shares of Common Stock, par 

value Sl .00 per share, and 6,000,000 shares of Preferred Stock, par value $1.00 per share. On November 
30, 1976, 13,769,955 shares of the Company's Common Slof;k were issued (including 531,599 shares 
held in treasury) and 3.106,002 shares of a series of the Company's Preferred Stock designate~ as its 
$1.20 Convertible Preferred Stock (the "Convertible Preferred") were issued (including 76,400 shares 
held in treasury). 

All outstanding shares of Common Stock rank equally a.~ to voting rights and dividends and upon 
--,-~liquidation:and-are-fuUy-paid-and-nonassessable.~The-Common-Stock"is·notentitled·m--any-preempuve-- ~~~r~~~--~~~~-----

or cumulative voting rights and Is not subject to redemption. ! 
Each holder of Convertible Preferred or Common Stock is entitled to one vote for each share held. 

Except as set forth below, the Convertible Prefeired and Common Stoclc: vote together as one class. 

The holders of Convertible Preferred are entitled to ieceive, prior to the payment of dividends on 
Common Stock, cumulative cash dividends at the rate of $1.20 per share per yec. U dividends 11re In 
arrears on the Convertible Prefened in an aggregate amount at least equal to six quarterly dividends, 
the holders of Convertible Prefened voting as a class will be entitled to elect two directors until all 
dividends in arrears have been paid and dividends for the current quarterly period have been declared 
or paid. So long as these dividends are not in arrears, rCdemption of Convertible Preferred (at~ per , 
share tlrrough May 31, 1977 and $27.50 per share thereafter) and the repurchase of either Convertible 
Preferred or Conunon Stock arc permitted by the Company's Certillcate of Incorporation. 

The payment by the Company of divide~ds, other than dividends payable in the Company's 
capital stock, is subjeCt to restrictions imposed by certain instruments relating to the Company's long· 
tenn debt. Under the most resbictive of these provisions approximately $22,500,000 of the Company's 
approximately $323,997,000 retained earnings at October 3, 1976 was available for dividends. The pay· 
ment of dividends by the Company on its Common Stock is also subject to prior payment of cumulative 
dividends of $1.20 per share per year on the Convertible Preferred. Otherwise the Company may pay 
dividends on its Common Stock out of funds legally available therefor. 

Upon any voluntary or involuntary liquidation, dissolution or winding up, before any di!ibibution 
may be made to the holders of Common Stock, the holders of the Convertible Prefened are ehtitled to 
receive $27.50 per share plus an amount equal to all accrued and unpaid dividends. ' · 
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Each share of C',otwcrtihlc PrderrL>d is con\'t'rtiblc into Common Stock at thl' rate of 1.25 shares 

nf Cmnmon Stock for each sh;m• of Convrrtihle Prdt•m·u. The ronYersion rate is suhjN:t to a«ljtutnwnt 

from time to time upcm lltt• cx:l'Urft'lll't' of specified events in onlr'r to piT"v~nt dilutinn of tlw uppropri· 

ate numher of shares of Common Stock to he received upon ronwrsion. 

Based upon the Company's stock r«"rcls and tlpon information furnidtt'll to th~ Company, uo 

person owns of n~ronl, or is known hy the Company to own henrlicially, more than lO';i: of the Com· 

pany's outstanding \'oting Sl'cttritit•s. 

DESCRIPTION OF STOCK PURCHASE PLAN 

C'.eneral 

In April1969 the stockholders of t.lu~ Company approl'ed tlre Stoclc Purchase Plan, under which an 

aggregate of 650,000 ~~Jares of Common Stock was reserwd for sale to full· time executive, administra· 

live and mpervisory cmplorecs of the Company and its participating subsidiaries under 00 rears of 

age. TI1c Plan autl10rizes the sail' of share~ whjl'd tn prescrih<'<l restrictions as to disposition 

(~Restricted Shares") and without such restrictions ("Unrestrictf'tl Shares"). Restricted Shares mar 

not bl· sold, as>igncd, tramfcrred, pledged, hypothecated or otherwise disposed of, except as provided 

in the !'Jan, {or a period of five years from the date of purchase or such further prriod or periods as 

may be provided by the Committee of the BCJard which administ<'rs the Plan. If an l'mployrc's crnp!oy· 

---~·~~~··~~--~~. ·p- -~- --·ment ·tetll'linates· fora!lyreason;-utherthan-!t:lirement·iubsequent-to·tlwlifth =iva£;U}'-cl t:he.date 

of purchase or death subsl'quent to the completion of five years of continuous employment, the Com· 

pany has the right to repurchase, at the price which the employee paid for them, the shares which, at 

the time of termination of employment, remain subject to restrictions. Any shares so repurchased may 

be resold by the Company. TI~e price of Unrestricted Shares must be at least 80%, and the price of 

Restricted Shares mwt be at least 50%, of the closing price of the Company's Common Stock on the 

New York Stock Exchange on the last trading day on which :rucb stock was traded preceding the date 

on which an employee is designated as one to whom such shares may be offered for sale. Prior to an 

amendment of the Plan made in 1973 in connection with the settlement of $Wclcholder litigation con· 

ceming the Plan, Restricted Shares could be and were sold at 20% to 40% of :ruch closing price. The 

purchase of shares under the Plan obligates an employee to remain in the employ of the Company or 

its subsidiaries for not less than two years in the case of employees who purchase Unrestricted Shares 

and for not less than three years in the case of P.tnployees who purchase Il.estricted Shares. 

All sales under the Plan to date have been of Restricted Shares. No 1976 sales under the Plan have 

been made as of December 1. Repurchases In 1976, through November 30, from former employees 

total5,000 shares. 

During 1975 the Company sold for. cash an aggregate of 108,000 shares. Of these, 70,000 shares 

were sold to 12 officers, including 15,000 shares each to Juliette M. Moran and James T. Sherwin, 

executive vice presidents ofthe Company, and 38,000 shares to 19 other employees. The sales price 

was $5.375 per share: the closing market price on the date of award was $9.875 per share. A total of 

22,000 shares were repurchased in 1975 from former employees. 

From the inception of the Plan through the end o£1974 the O>mpany sold an aggregate of 

380,000 shares. Of these, 250,000 shares were sold to 29 off!r~; ·Including 62,000 shares to 

Dr. Jesse Werner, President and Cbainuan of the Board, 25,0,00 shares to Philip B. Dalton, an 

executive vice president of the Company, 10,000 shares to Miss Mr-n.n and 10,000 shares to Mr. Shenvin, 

-·--·- _________ ....._ 
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,I!J<) I:IO,OOJ \h,llf\ 1'1 ."llt•dwt •mp!,.,..,., '"f \\hid1 IIIII<' sul.••~t"•'llfh· dnrill;! thb JX.'riuJ ILL't:i\l'il 
,1\1 .u•h afln J,.,_,.m;ln~: .,ffi.,-r, "-'' 1 ;m• .<l•.n in• ln·k•l 111 ''"''' tnt"!). 1111' ~.il•·, tJril•·' r.lll~!l'd fru•n ~"17:i In '>i56;!.'i, th<·d•·-illl! tuatl.e! jlli"'' 1111 :!w tl.ttn ul illl".t:d r~n~nl fmm ~9:!-'i In '!o~HSi'.i. A l.:l.tl ull~7.~1~l 1haw• \H'I• !: pun h;;,rtl ,Juriro'! tJ,;., l'''"'~llr•••n former (111p!t))"t'("\, 

Prinr In I'Jj:) l'<~tl.lil• ~h:un \\TI'•· t-oM k1 :1 minimum of :/.r·- <)! t),,, purd1:1\t· )llit'l' in l'<l'h ;;nd I hi' h.tbll"' in ~h·y<'.lr pltlllii\MJr~· noll•• IK\IIi!ll! illlt:re~t at fl':~ p..r r•·:lr urMl ~'I.'Urt'll b~· pl<"tkt•.\ of all 
of tlw ,),,,"'' purdm~cd .. \~ of ~11\t'lllht•r 3(1, l'l70, tlu· a~;:r.-;:att· llllhlah<lilll! IMiaun: ol ~ut·h 11rumis­•nr~ ll<•i , 11 .1> $JO.l:!:i. \\'itlt n·~l•t•d tu the hahm'' of th•· shau•s 1-ol<l durin~ th:~ period. the Company H•n·i\'!'<ltlll' t·u:ire purelta~e prkt• int·a•h at lilt• till'l.' nf pnrt ha\t, 

:\, ol Xun"mhn :l!t, J!l';'ii, W wn•·••l .nit! rdirt•tl •·tuplur((.,, iud•ulin:: nfli•w~ and dirt'< tr.n. hd.J 
<Ill a~~rq;:ak ul 2->tl.fiiK) ,,h,m·, 1111 wl.it'h r•·,tridmm un ,,-,J.· n·ma•n. In ;uldition, a' ul' "r.-h <tih', n·­'!tidium .. 1111 s,tJ,. h.ul bp't•d with II"Jl"·t lu ')7 010 \h.1n~'· \lith rnlrittinm ha\·i;:f; lap""' uu :11.'>1)(1 ~haH'> pnm !.n l!Ji5, nn :;n,6W ,h,,,.' i" 1'171 .u11l ura 3l.(Ul ,J.a.r.-: in l!J':fi, !hrnn~h ;o.;o\'t•Jnher :111. 

As of :'\m·rmh•·r 30, Hl.6 total ••d prnn~'l.ls :o tin: Company from the s:t!r·s \Ui<!•·r the l'lau wcrc­·SI.S00,7:r:.;)ll . 

. \~ of Xo\'f'llllx·r :JQ, 1978, thuc llt'rt' a\'ail.rhl" for ~.ilt• In ••mpl•l)'''''' 1111tlrr tlw l'l:m :lltl :!011 ,J.arc·'· 11w C1m1p.my UO<'~ nul prcst"'•tlr intrrul to ,,.jJ ,Jaart·s under th1• Plan on a basis other than n·ceipt of tlw !'ntirt• purdoase prirc in c-.,,J. .tt tl1•.• time vf purehJw. 

Certain ~hares ~old undl'r tht· l'lau and induded in thi~ Prospc{1115 wt•re not rcghtrn·cJ undrr tl::: ~--~·--"~-·------&i:uritic.l: .\d,ufl93lat-ll"" tinltl t~f-ilriua~~a~~ihcir-sale"did·not·tnvot\-e·ii·publie-mrmng-;-alsum·-­tenn is used in Section 4{:.!) of sudt Ad. 

TuEiled!l 
Tho purchase 'of Rt'Sirictrd Shares undrr the Plan has no immediate ·income tax t·imtequ~Jll't'S to tJw Company or :m employee. waless an employee makes a1l election to include an amount in_ gross inoome tmrsuant to Sedion 83 of the Internal Rcw-nue Code of J.9S4, as amended (U1e ·Code·). If no suM, elt'Clion Is made, upon the lapse or n-mo\'al Of the Company's right to repurclwc tht> Jlestrided Shitr''!S at their· original purchase price, nn. emplOyee v.ill recognize onlinary tasable income for Fedmll income tax purpOses In nn amount equal to the Cllcess of the fair market \'alue of the shares purch:rsed (detennincd at the timr. of such lap5e or remo\'111) O\'er the purcltase price fM such shares, and the Company will be allowed an inrome tax deduction for compensation expense in IJle same amowtt. Upon the subsequent disposition of tht> shares by rut employee he will recognize long-term or short-term t'Apitlil gain or Joss, as the case may be, equal to the dillcrenec between the amount J'l'lllized on such disposition and his brulr for the libares, which will generally equal the fair market \moe of the shares at the time of the lapse or removal of the Company's repurChase right. lfis holding period for capital gains purposes wiD commence upo~~ the lapse or removal of the Omipany's repurchase right. 
Section 83 of the Code pennits an employee to elect, in the year Of p.e of Restricted shares, to include in his ordinary taxable incOme the excess of the fair market value of the shares at the time of purchase ( detcinnined without regan! to any restriction other than a lestriction which hy Its lenD$ will never lapse) over the. purchase price for such shares.. If such an eleCtion Is-made, the Company. \\ill be allowed rut income tax deduction for compensation expense iil the same lllllliurat as Is iricluded in the Ordinary taxable inrome of the employee. If, aftU such election, these shares are subsequently repun:hased by the Company punuant to the Company's right to repurebase at their original purdtase priee, the employee will not be allowed a deduction with respect to such repurchase. U~n the subse-

! 
' l. ! . 

l 
' 

I 
i 
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quent disposition of Restrio:tcd Shares as to which a Section 83 election was made, after the Company's 

rcpurqhase right lapses or is removed, an employee will recognize long-term or short-term capital gain 
or loss, as the case may be, equal to the difference between the amount realil;ed on such disposition and 

his basis for the shares, which will generally equal the fair market value of the shares at the time of 

purchase, His holding period for capital gains purpooes will commence at the time the shares are 

purchased. 

Upon the purch'lSP. of Unrestricted Shares under the Plan, an employee will recognize orJinary 

taxable inc1Jme for Federal income ta.-.: purposes in an amount equal to the excess of the fair rnarket 

value of the shares purchased (determined at the time of purchase) over the purchase price for such 

shares, and the Company will be allowed an income ta.'i deduction for compensation e:;pense in the 

same amount. Upon the subsequent disposition of the shares by an employee he 'viii recognize long­

term or short-term capital gain or loss, as the case may be, equal to the difference between the amount 

realized on such disposition and his basis fur the shares, which will generally equal the fair market 

value of the shares at the time of purchase. His holding period for capital gains purposes will t:Ommence 

at the time the shares are purchased. 

The ordinary taxable income realized by an employee upon the lapse or removal of r~strictions 

on the disposition of Restricted Sh'lrcs, upon the mal..ing of an election p~rsuant to Section 83 of the 

.----~. --·:------:-------~--·--. __ ,.,:·-----------Cqdc,or_upon lhc_p\tr_chasc __ o~Un~!:s!:!"I!tt~d}i]]ar._e_s _unrlcrJh£_r!~l!-'-"iJ~:fj) _!L!~Ii=ze=-:(:;1-_o:hl,_: 0a ;;;;":.':-"-·' _.,,,, __________ ,.,~-----,----------
·- · ·.. .; ' - .· _ -i~:: . beginning before January 1, 1977, be eligible, under proposed TreliSUry regulations, 

---· · !;._ . ~;:· mum rate of tax on deamcd taXable income, arid (ii) if realiZed in a taxable year_ after 

' ' · -_. lt" December -3i, 1976, bG eligible, under the Tax Reform Act of 1976; for- the 50% maximum rate of tax 

-. · .. . _,.s;c on "personal servicdncome~. · 
·. /(~ ~~- . . . . 

·· ·., li· The above discusSion of certain relevant Federal income tax provisions is a summary only and -· 

: ' '1 ~:: reference is made to t.he Internal 1\evenue Code of 1954, as amended, and tlie applicable regulations 

\_:_--~-'.,,l:':i __ : ;_~-, __ ~:_::"·.~---~_-_: __ -.• __ ._:·_:_._. -~- therelu!dcdor aconiplei':.e statement of all relevant Federal tax provisions. It is recommended that 
~- employees COJIS"Lilt fuoir ta.'i: advisers before purchase or dispOsition of any shares;_ 

\.' --_:} ·· .... ·· .. · ... ''l FINANCIAL STATEMENTS - EXPERTS 

The Hnancinl statements oHhe Company included in thi~ Ptospe~s, excluding the Nincjl~ntbs 
(Unaudited) ~onsolldated FinanCial Statements, bave.bccn examined by Haskins'& Sells, independent 

certified public nccountmits'; as stated in their op_inion appearing herein m:d have been so included in, 

·: reliance upon SUCh opinion given upon thciir authority as ex{lerts in accm:intiiJg and auditing. 

-- _,_ 

~- ·, . 

. .. -~---

-~:. 

I ··.'c .. ~-

.~~· ... !S. 

l 
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'·. 

G-I_EPA0020158 



\\ 

G-1 EPA0020159 



OI'INION OF INDEPENDENT CERTIFIED PV3LIC ACCOUNTANTS 

GAF CoaPOMTION: 

We hav•! examined the consolidated balance sheet of GAF Corporation and its consolidated sub­

sidiaries as (of December 31, 1975 and 197 4, and the related consolidated statements of income, stock­

holders' equity and changes in financial position for the five years ended December 31, 1975. Our 

examination was made in accordance with generally accepted auditing standards, and accordingly 

included such tests of the accounting records and ~uch other auditing procedures as we considered 

necessary in the circumstances. 

In our opinion, such financial statements present fairly the financial position of the companies at 

December 31, 1975 and 1974 and the results of their operations and the changes in their llnancial 

position for the live years ended December 31, 1975, in conformity with generally accepted accounting 

principles which have been applied on a consistent basis after restatement for the change, with which 

we concu.r, in the method of accounting for foreign currency translation described in Note B and 

except for the changes, with which we concur, in methods of accounting for certain inventories and of 

; .' . determining income before extraordinary items a;; described in Notes C and H to the Consolidated 

··.J. 

~~-.-. -. -.-. ---iF~-~----StatemeJ!t-of-lncome,--and-for .. thc-change-mrule as- oLJanuary -1,-1971, with. which,-we_ concur, __ .,.,_" .. ~----------+--~-~---···-

' _ · -. :! '.:\- method,1of accounting for the investment tax credit as described in Note 1 to the Consolidated Financial 

._: . ~. 

I~': _ _ StaterndntS. · ' · · - - - - -

· 'I ~.l~;.~... IWmu • ....... 

-~ 
-~ 
tj\ 
\!~;: 

~· 

l 
-~1; 
-~ -... uj~ 

. ~.j 
_-: ~ 

~~; 

-I 

I· 
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CAF CORPORATION AND CONSOLIDATED SUBSIDIARmS 

CUR!IE;, ;· ASSETS 

Cash ............ . 

CONSOUDATED BALANCE SHEET 

ASSETS 

Markct.ble securities, at cost which approxlrnatcs quoted market value ....... . 
Accour.ts rec-eivable - trade, less allowance lor doubtful accounts - 1975, 

$4,91)8,000; 1974, $3,002,000 .. -- ... - -- """ " ..... ' " "" "" ....... 
Accounts receivable - other ... -.. . . . . . .. ........................ __ .. . 
Inventories (Notes 1 and C) 

Deeember31, 
1975 1974 

(Note B) 
Dollars in Thousaods 

8,448 

4,175 

15!,233 
10,159 

$ 15,072 

163 

153,965 

7,983 

Finished goods ...... _ ........................ - - .. .. .. .. .. .. .. .. . . 106,180 105,647 
\'lark In process .......... : ...... - ........ - .. .. .. .. .. . .. . .. .. .. .. 46,329 43,948 , 

r-~~-~-~-:-:r-~};-~----~.-,Pr_ .-p--anl.daw.-~_0:~_·~~-~_:_~or_d_,_:_p_p_-~_-ies_-_-_~_:~_:_~_:-·_:-_:-_:·_~ __ :-._--_~:_·:_--_---_:_:-_:~_:_:-_:-~_--_:_:_:-_:-_:-_:-~_:_:-_:-_:_~-~-~-----_:·-_:·_._::--_: ----~68:;;_--~~~---~:_98:;3~7:_~----r· : .• ~---__ ~-_~_--_-·----__ _ 

! 1· ;::;::U.ent assets ................ , . .. .. .. .. .. .. .. .. .. .. .. .. . 411~;;; · 435;80 'Mr- -. 

,:;· 

·i[·· 

:~''. '···I ~-:·:·:· ' PROPERTY, PLANt AND EQUIPMENT AT COST (Notes 1 and 4) 

. ·. -~ - .. 

~ Lanchnd land_improvements .. _ .......................... : .. ....... , . . . . 15,083 
. ~-~'-- BUildln~ and buildUtg equipment .......................... ; .. . . .. .. . . .. 104,585 fL Machineryand equipment ...................... -.................... ·,... 270,639 

*!-- ·eonStruciion in progress,.- .......................................... .'... 17,076_ 
TotiJI property, plant and equipment ...... ; ......... , . , ....... .. 

Less accmnulated depreciation ....... :- ....... ; ..... : :_ ................... · 

'i 
f . ·_· ·---1 p~;PertY· plant and equipment- net .. -....... , ................. . 

·_ t , . OTHER A5sm;~ 
: :. i '_i •' ·Cost h1 excess of net assets ac(J.ulred (Note 1) .. .-....................... .. 

~~- i; ;. Other mve'itments and advances (N~tes 3 and A) .................. ;-..... . 
.'; Other ass~is ............. ,,, ...... ,::· ............. ·;~ ..... ; ....... _.;:: 
'· Total other·assets· .... -.. .-;· ............. :_. .•... : .. ···'"""'"' 

·._ TOTAL ASSETS ..... .- ..... · . .-.; .... -...... ·:,_ .......... , • .,_,. 
·. ·. 

·_ ·} See Notes to Consolidated Financial Sui.tements. 

407,383 

34,790 
.8,153 

7,4-43 

t_->· •.... r 
. · .. -~- :~; 

Alphabetic note references are to the Notes to Consolidated 
·Statement of Income included elsewhere in this P~ectus . 

·.- -~·, ··. ·'. 
li 

38 

14,724 

100,867 

I 255,048 
21,143 I 

. ~:"-; 

391,782 I 
100,140 

231,642 ·-

34,998 

2,297 

~· 
42,827 

$709,449 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

CONSOUDATED BALANCE SHEET 

LIABILITIES 

December 31, 
~ 1914 

(Note B) 
Dollars in Tbou .. nds 

CURRENT LIABILITIES 
Notes pa)'able (Note 6) 

Banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 11,374 
Commercial paper .............................................. o • 

Other ....................... o .,o ....... o o ........... .. 

Current portllln of long-term debt (Note 0) .. 0 ...... 0 ...... 0 ........... .. 

Accounts payable 
Trade ........... 0 o. 0 ...... 0 •••••••• 0 .. 0 .... o ................. .. 

Other ............ 0 ............................. 0 0 o ............ 0 

10,380 
27,683 

-12,829 
4,187 

$ 13,368 
6,240 

12,823 
5,243 

39,225 
3,091 

Accrued liabilities 

i:~.~;;l~~·:::::: ::::::::::::::::::: ::::::·::::::: :::::::::::: ~:~~ ~:~: 
Other taxes 0 ••••• 0 0 0 0 o 0 •• o 0 o 0 0 ••••••• 0 • 0 0 0 • • • • • • • • • • • • • • • • • • • • • • • 5,412 4,078 
Interest . . . . ....... , ........ 0. 0 0 0 • 0 0 0 0 0. 0. 0 0 o • o 0 • 0 •• 0. 0 0 0. 0 1,772 1,&45 

. Other -~-;-:-;-:-:-;-:-o-;-;-;~-o-:~-:-:-:'7:':c::-~:-:-'-:-'·.,-;~~~.,.,.,~""..,.:.·-~c,-~.,7,-~,---.. ---20,893------~--24,Q21.___ ... _, .... ; 
United States and foreitin income iaxes ... 0 0 • 0 0 •• 0 0 ..... 0 0 o o •• o o 0 o o o o o o o o 0 6,071 ·. . 10,444 

· Total current liabnities .............. 00 .... 0 o o ............ 0 143,651 130,887 
LONG-TERM DEBT LESS CURRENT PORTION (Note 6) o o o o o 0 o o o ~ o o o o o o o o o 139,168 181,173 
DEFERRED CREDITS 

Dcletred Income taxes (Notes 1, 5 and J) .. 0 .. 0 ......................... 0 

Deferred Investment tax credit (Note 1) .. 0 0 o o o o .... 00 .... o o o .... : ...... ~ 
.. · Total deferred credits 0 0 o o o. 0 .. 0 ...... 00 .. 0 .. o o .... 00 ~-- 0 .. .. 

OTHER LIABILITIES.: o o o o o o • o .... o .... o .. o o o .. o o ....... o o o • o o .... oo ...... . 

COMMITMENTS AND CONTINGENT LlABillTIES (Note 12) 

STOCKHOLDERS' EQUITY. 

Preferred· Stock, $1. par value; authorized 6;000,000 shares;· $1.20 convertible serie~; 
issued - 1975, 3,105,706 shares; 1974, 3,105,411 shares; nt assigned value of $1.25 

. per share (liquidation value 1975, $83,306,000) ( N ole 7) o o o o o •• 0 0 0 •• 0 0 ~ o o 0 o 0 

Common · Stock, $1 pal-· value; iuthorized 9.';,000 000 shares; Issued - 1975, · 
; 13,764,090 shares; 1974, 13,763,715 shares (Note 7~ 0 0 •• 0 0 •• o o o o o o o o o o o 0 0 ~ 0 o; · 

~:=al== ~~~0::::: :::.::::::::::::::::::::::::::: :::::~::::::::: 
. . .'fcitn!' .. o,o oooo~· .. , .. o~- .. 0: 00 ·, •• 0 ......... 'oo .... ; .. o .. oo 

Less Slack held in treasury, at cost · · . · · · · ., 
Common:.,.. 1975, 534,949.shnres;.l974, 620,949 shares,\ 0. o o o; o o o .. o o o o o .. ·. 

Prefe~ted ,;__ 1975, 76,400 shares; 1974, 76,400 sruires · o • o o 0 o o o o o o,o o o o o 0 0 0 0 0 0 

.. Total Stockholders' eq~ity (Note 6) :. o o. o, ~ • .'o: o o; .. o o o 0: 0 0 0 

-TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY o ooo 0 

. 35,231 
'3,726 .··· 

. 38,957 . 

. 4,626 

3,882 

13,764 
53,151 

313,5~6 

384,343 

4,380 
. 932 

'379,031 
. $705,433 

. See Notes to. Consolidated Financial StatementS. 

·· .. AlphRbetic note references"~re to the Notes to Consolidated 
Statement of ~ncome includ~ elsewhere in this Prospectus. · 

39 

31,884 

-~ 
36,182 
3,619 

3,882 

13,764 
52,791 

293,108 .. 
363,545 

5,09.'; 
932 

357,588 . 
$709,449 
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CAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

CO~SOLIDATED STATEMENT OF CHANCES IN FINANCIAL POSmON 

-------=~.::ea:::.;r Ended December 31, 
1975 _!lli m! ID'n 

(NoteB) (NoteD) 

Funds Provided Dollars in TboiUiads 

From operations: 

Income before extraordinary Items . . . . . $30,946 $ 28,517 $ 31,819 $ 27,706 $ 21,907 
Charges (credits) not affecting working capital: 

Depreciation . . . . . . . . . . . . . . . . . . . . . . . 25,026 24,212 23,200 25,400 24,550 

Delened Income la:res (noncurrent por-
tion) ................. _... . . .. .. .. 3,347 1,351 1,769 2,847 2,462 

Gain on reacquisition of 5% convertible 
notes ........................... .. 

OOioo relocation expenses ( noncunent 
portlon) (Note G) ............... .. 

~at of Llmlen dyestuff maaufactur- · 
Jng (Note H) ..........•....... ; .. . 

Other ............................ .. 
FundS provided from operations m:· 

elusive of eitraordlriary Items ... . 

EitracmiJDary ttems .......... ;-: : ;- ........ . 
c&arses < amlts > lllcludeil ~ · ~ordinary 

Items not all'ecling o;vwklag capital: . 

Net book Value of facllJtles sold ....... : 

Deferred ~come taxes (noncurrent pm-
tlan) ... .•• :· ... : ................. . 

Ulllllilortized deferred lnvesbneDt tU cred!t 

Funds proVIded from ema~ 
Items ••• :· ................... .. 

Funds provided &om operatlom- ... . 

lssUIIDce of long-term debt •.... , ..... ; ~ .. . 
Property, plant aDd equipment dispositions .•. 

ProceedS from .exerciSe of stock options and sile 
of restricted stock to key employees : ••...• 

Other ..................... ; ...... _ .... _ .. 

Total ......... .- ........ :- .. .. 
--

369 

60,787 

1,072 

803 

580 

(~030) 

$ 61.212 

(5,523) 

1,858 

54,762 

-a5,980 
4.~ 

(6,359) 

5,942 

55,811 

57,530 
2,395 

27 612 

~-~ 

$125,97.i : . $116,618 

~~-~) 

~ 48,857 

(8,433) 

23,301 

(3,313) 

(804) 

10,751 

55,571 59,608 

:15,000. 

2,321 1,100 

1,1139 

~) 
$ 58,107 

641 

~) 

$ 73,792 

(CflfiiOlidoted Statetnent a/ Chiinge.r In Flnadd Porilitm t. continued on tll8 follotDIRg page) . 

40 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

CONSOUDATED STATEMENT OF CHANGES IN FINANCIAL POSITION- (Continued) 

Year Ended Decembn 31, 
1975 .!!!! 1973 .!!!! 1971 

(Note B) (NoleB) 

Dollan in Tbousands 
Funds Applied 

A<I<I!Unns to property, plant and equipment . $ 37,995 $ 39,288 $ 25,933 $ 29,022 s 29,939 

Cash di\'idends .......................... 10,508 0,923 9,452 9,231 9,246 
lleanJulsition of $18.500,000 and $23~,000 
prin~l amount of 5% c:onvertihle notes less 
relat 11ain1 of $5,523,000 and $6,359,000 in 
1974 and 1973, respectively .............. 12,977 16,841 

Other reductions in long-term debt .. 42,505 6,278 18,780 16,161 18,121 

ln\'l'stment in joint \'l'nture company (Note A I 6,549 

At•tuisitions of common stock for treasury .... 120 3,718 2,434 668 54 
:\e<tuisition of preferrrd stock for treasuey . 932 

~et assets, rxcludin!l worldng capital, of busi-
nesses purchased ....................... 16,513 

Total - . . . - . . . . . . . . ' . ' -97,677 73,116 73,440 55,082 73,873 

Increase (Decrease) in Workinl! Capital ( indudinlt 
S545,000 in 1971 arising from purchases of busi-
nesses) . . . . .. .. .. . .. .. . .. .. .. .. .. . .. ( 36,465) 52,856 43,178 3,025 ( 81) 

WorkingCapitai.-January"1-~-.···~~r."~'''''-.-.-,.-~--304,293.---:S1,437~---ZOS,259-----205.234--ll05,315-------.--~---
Workin~t Capital, Decm~ber in . . . . . . . . . . . . . . . . . $267,828 $304,293. $251,437 $208.259 . $205,234 · · 

ANALYSIS OF CHANGES IN WORKING CAPITAL·. 

Increase (decrease) in cummt assets: 
Cash and marketable securitlei ............ : 

Accounts rec:t!lvable- trade ............... 
Accounts receivable- othar .......... , .... 
Inventories ........ _. ...................... 
Pretiai1l expeJUK .. .... ~ ...... ' .... 

Increase (decrease) in current liabilities: 
Notes pa)'Bble .. · ........................ . 
Current pciruon of long-term debt .. , ......... . 
Accilunts payable ........................ . 
Aa:rued liahdJ!Iei .. ; ................... ·: • . 

··United States and foreign Income taxes •••.• ·~ 

. Increase ( deaeue )lo working capitil ........... . 

$ (2,612) 
(2,732) 
2,176 

. (18,519) 
(2,014) 

(23,701) 

(10,677) 
22,440 
4,700' 

. 674 
(4,373) 
12,764 

.$(36,485) 

$ t,l85 
3,202 
1,074 

66,592 

~) 
·. 71,214 

4,997_ 
4,35(1' 

(1,533) 

8,228 
2,316 

·.~ 
$.52,858 

$ (5,769) $ 2,691 
14,034 11,919 
1,658 (5,708) 

!1,358 15,1116 

. 2,372 . (2,695) 

. 23,653. 21,313 · .. 

( 13,808) ·. 2o,489 
(14,495) (2,1119) 

4,844 5,167 
4,340 1,183 . 

. (400) . (5,712) 
(19,525) 18,288 

$ 43,178 . • 3,025 

. See Notes to Consolidated Financial Stat~ents. · 
. .. . . 

Alphabetic note references are to the Notes to Cimsolidated 
Statement of Income included elsew~_re in . this ProspeCtus. 
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$ 3,131 
12,775 
1,784 

. 9,498 

~ 
29,216 

6,105 
· .. 5,790 

2,195 
7,741 
7.'66 

29,297. 

$ (81) 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

CO:'\SOJ.mATEU STATE~fENT OF STOCKIIOLDERS' EQUITY 

For the f'il'e Years Endrd December 31, 1975 

Common 
Stock 

Preferred Stock SlPar~ 
Number of Number of Addillonal 

Shores Assigned Shares Paid In Rr.tolned 
~ ~~ Issued Capital Earnings 

llalanre, Januazy l, 1971 . . . . . 3,163,0il $3,954,000 13,508,828 $50,058,000 $229,444,000 
Net Income . .. . . . . . . . . . . . . . 13,474,000 
Ca•h dividends: 

Preferred stock - $1.20 
per shore .. .. .. ... 

Common stock-$.40 per 
share ........ .. 

Stock options exercised . . ... . 
Issuance of shores under an 

incentive cornpcnsation plan 
asswned by the Company _ . 

Issuance of restricte<l shares nf 
common stock under Sto~k 

7,840 9,000 3,i00 

243 

Purchase Plan . . . . . . . . . . . 14,000 
Cnm·ersion of Frelerrcd stock . ( 1,050) (1,000) 1,312 

172,000 

5,000 

61,000 

( 3,802,000) 

(5,444,000) 

Treasury Stocl< 
Number of 

_ __Ji~ 
Pre. 

I erred 
Com· 
mon ~ 
5,000 $ 27,000 

-~-~-_-..,_~-~~ t --i:i~:!!,~~~~-~--~-------~------~~---~~-----------
(5,000) (27,000) 

.. ·_\ 

·:. ~. . .: ·~' · .. 

~·- Arnoitizatimi of excess of . 
l quoted maiket value over •11· 

gregate $ales price of re­
stricted shares silld under the 
Stock Purclwe Plan ( Nolo · 
8) ... · •.•.••. • ..•..•. : • .•. 

Balance, December 31, 1971 .. 
Net income· ............. · ... 
Cash dividend.: 

·-··_254,000 
3,170,104 $3,9112,000 .13,617,840 $50,550,000 $233,679,000 

1!1,706,000' 

t·' 
~-. 

Preferred stoclc- suo 
Per share .......... .. 

Common stock - $.40 per 
. slwe ............. .. 

Stoclc optinliS exeri:!sed ..•... 
Iuuance of shares·.· tit:cler . an 

Incentive comprllSiltion plan 
assumed by _tbe Company .. 

Conversion of preferred stock . 
p~ of treaSUI)' shares . . . . 
IISIWICe of treU:wY share$ In 

coDDection with· an acquJsf. 
Uon ..................... . 

2,815 

582 
(00,393) 

·. 4,000 57,750 077,000 

1,000 13,000 
(87,000) 86,738 

Arnortlmtlon of excess . of 
quoted market value over ag. 
gregate $ales price. of re­
striCted shares silld under the 
Stock Purchase Plan (Nolo . 

·8)' .................... -... 180,000 
Other ... ; .. • .. .. .. .. .. .. .. 49,000 

(3,759,000) 

( 5,472,000) 

Bal~nce, December ·31, 1972 . 3,104,IIlli $3,880,000 13,762,328 $51,769,000 $a52,147,000 · . . -

(Comolidated Statement of Stockl•o"'-"'•' Equltu Is ronunued on the folla!Dlng Pllflll) 

10,000 $ 54,000 

{( 

43,500 668,000 

(17,291) (427,000) 

\ ~ .. 

... ~ .... · :· 
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GAr" CORPOitATION AND CONSOLIDATED SUBSIDIARIES 

COXSOIJJJ ... n:o STATEMEST OF STOCKIIOLDEIIS' EQUITY -(Continued) 

For the Fh·e \"ran Ended December 31, 1975 

Nwnberol 
Shares 
I .sued 

Number of Additional 
Auigned Sl~m Paid In 

Value _ lss~Je!l_ ~1>_~!_ 

__ Tre~_!!ry Stock 
Numiltt of 

_ Shares _ 

Pre- Co:n· 
~errttl mon Coat 

Bala~ce. Dec-eml>er 31, 1!172.. 3,IO.J,l08 $3,880,000 13,762,326 $51,7C;!l,OOO $252,147,000 
:Sctln<•OJne (!"ole B) 31,8l!l,OOO 
Cash cli•·idends: 

36,209 $ 295,000 

Preferred stock - $1.20 
per share 

Common stock - f.42 ""' 
share ............ . 

St,..,k options e .. rci,.,.J .. . 
Issuance of shares under an 

ir.,;-entive compensation plan 
assumed II)' the Company .. 

Convenlon 'll preferred stock . 
Purclwe 11£ b"P.asury shares . 
Issuance of lreaSUI}' slmrrs In 

ll81 
(SO) 

1,000 

(3,i26,000) 

(5,i20,000) 
1,000 !J.OOO 

21,000 
100 

I7J,OOO 2,43~,000 

(732,000) ( li!l,OOO) ( 1,394,000) connection with sales undrr 
the Stock Purchase Plan . 

hsuam~ of treasury shares in 
wnnectlon with a prior ••· 
qul!illon . . . .. .. .. .. .. 1,000 (60) (1,000) ·I ~~~k~~=~-.:!---~--~---~-~----~--------~-------~-~-- ----------

.j;~ gregate salea ~ce of re-
. ·_ 1<:. slrfcted dw-et 1101d undr.r lhe 

t,~f n!!:.=:r~.'::~~~ 
. Net lricome {Note B) ....... if Cash divideah: 

!"·' Preferred stock ...,... $1.20 

:; ·. ~:::~~-•. 4ii j;e;. 
' Itt ~-~--~~~;~ 

~-~·-- ~~~. ~~Comlllm plan ~ IW1IIIIt:U oy we pany .. -*' · Conversion of preferred· stock . 
. ·~~-. PurchaSe of trea$urr ahai-es: 

. . . ~\ Preferred stock ........ . 
·~;;_ Common stoc1c ~ . a •••••• 

. \I·~Z~i 
'ff· gregate . sales price of re-. 

98$,000 
3,105,009 $i),881,0QO 13,763.-128 . $52,053,000 $274,514,000 

1!8,517,000 

632 
(230) 

1,000 
281 

(3,705,0QO) . 

(8,218,000) . 

14,0oo 

------90,149 $1,334,000 

. 78,460 932,000 
535,800 3,718,000 

(1,000) {5,600) . (27,600) 

725,oilo --
3,105,411 -_$3.882,000 13,763,715 $32..791,000 $293,108,000 78~460 820,949- t5,957,000 : __ -_I_._:_;_. _. =~~::n Crl:~; 

~- Baliinile, December 31, 1974 ' . 

~- . \_ (Contdltlated St~t~ of Sux:kholtk~' F.ljuU~ f.t ciimlfnued 011- thi follotDing pag•} 
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GAF CORPORATION A.~D CONSOUDATED SUBSIDIARIES 

CONSOLIDATF.D STATE !I IE:\ I OF STOCKJIOlDERS' EQUilT- ( Conlluud) 

Fw tiKI Fin l'rars Eadrd [),ccmbtr 31, 1m 

Balanll!, Dea.>ml,..r Jl, 1974 . 
Net Income 
Ca5h divldell'ls: 

Prdrrnd Stock- $1.20 
per.~. 

C'munon Stoclc- $.52 per 
5hue ............ . 

luuaDce of slwea under an 
lumltfve compemaUon plan 
asmmed by the Company .. 

Con\-mlon of preferred stoclc . 
Pruchue of treasury lharft . 
Issuance of !reUuiJ' .hares io 

t'Onnectlon wilh sales untkr 
lhe Stock Purclwe Plan .. 

Amortiutlon of ercess of 
quoted market nlue m·er II!· 
ll"'R&Ir sales prlct! 1'£ re-
stricted shares sold undl'l" lhe 

Com-. 
PmcmdStod! 

Stude 
II Par Value 

Numbuof 
Share a 
Issued 

N11111her ol Additional 
Asliped Sham Paid In 

~ ·~~ 

TrrtlllrY Stodc 
Numbtrol 
~!'!!.._ 

Rrtaloed Pre- Com· 
Eamlna rnn>c~ m"n ~d 

3,105,411 $3,1182,000 13,763,715 $5!,'i91,000 S2!Jl.IOS,OOO 76,400 620,949 $5,!!57,000 
30,940,000 

595 
(300) 

1.000 
(1,000) 3i5 

13,000 

(185,000) 

(3,635,000) 

( 6,873,000) 

22,000 120,000 

(10!1,000) (765,000) 

Stock Purchase Plan (Note 
--~-,----...,... ---.--. -8)-;-:-:-.-;-;·o-;-;-:-;-;-;-.-;-;-;-;-;-;--.. ~--------,--·--. -·gooo· 

. ·. 1 Balance, Demuber 31, 1975 .. , 3,105,706 $3f8!,000. 13,784.0111.1 !53,151,000 
',' 
\ 

$313,548,000 76,400 1134,949 $5,312.000 . 

See 'Notes tO ConsciiJdated Financial Statements; 

Alphabetic note n:ferences are to the Notes to COnsolidated 
Statement of btc:ome included elsewhere lil this Piospectus. 

! 
·I 

L 
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GAF CORI'ORATlOS AND C.OSSOLIDATED SUBSIDUrlKll 

Son:s tO COSSOUUATED Fl!'i.UiCIAL STATEML"''S 

(Alphabetic note rd~rcn~ are !o ~otes to the C'.oruolidated Statcmt,nt ni Income 
induded ehcwherc in thb Prt>,ptoctus.) 

Note I. Summary of Significant .>\ccounting Polkie~ 

The acrounts of all significant subsidiaries of the Company arc includ!'d in the consolidate<! finJn· 

dal statements. 

Translalion of f'oreig11 Currencies- <.::ash, aC<"ounts r~i\'ahll"s and liabilltii'S of foreign subsidl­

arl~s are translated into U.S. dollars at current l'lchange rates; all other assets, deferrl.'d income t:u:es 

and depredation are trrtmlated Jt hl!lorical rates. Operating acrounts, except for depreciation, are tram· 

lattd usiug a\'erage exchange rates to approximate the rates in effect when transactions were consum· 

mat~. 

Foreign exchange gains a111llo~scs arc includtd in net Income for the period in which the exch1nge 

rate changes. 

Inventories - Inventories, other than dyestuffs and pigments, are valued at the lo"·cr of cost 

--~~-~~~--~--~-- _,1priucipally a\·cr-Jgc) or market. Effecth·c with the year ended Df'CC!Ilber 31, 1974, dyestuffs and ..... 

plgm:~:~;::a: ::~:~:a::;:re~=-~::::F:::=~~-:;~~-~ •.•. :.~.'.' .•.•. ·· --.~--.. ~-c-·-
repain: are charged directly to expense; nu1jor replacements 11nd bcttennents are capitalized lllld depre- ~ 
ciated over the remaining estimated economic lives of the related awets. The cost lllld related ac.cumu· ~}.~If·, 

lated depreciation of property sold, retired or fully depreciated arc removed from the accounts . and :~ 

lillY resultant gain or loss is included in rurrent Income. 

Depreciation Is computed principally on the straight-line method based on the estimated economic 

lives of the assets. These lives are so bject to annwil review and revision to assure that the cost of the 

related assets is written olf over their economic lives. 

Coat in Emn of Net A#etJ Acquired- Cost in excess of net assets acquired in connection with 

acquisitions prior to November 1, 1970 is not being atnortized because there bas been no diminution 

in value; such cost relating to acquisitlom made subsequent to October 31, 1910, all of which lw 

continuing value, Is being amortized on the straight-line method over a period of forty years; 

Deferred Income TtUU- Deferred inCODle taxes arise from reporting certain Income and expense 

items in the &nancial statements ln periods dlfl'CJent from those in which such amounts are reported 

for United States income tax purposes. • 

lnoestmsnt Tax Credit- The Company accounts for Investment tax credits arising since January 

1, 1971 as a reduction of the provision for United Stat~ income tax (the Bow-through method). J.nvest­

m~t tax credits which arose prior to that date have i'>een deferred and are being amo~ over the 

estimated serv" ..r.e lives cf the related assets. . . " . 

&aearch and Dewlopmenl Com - Etpenditures for research and development are charged· to 

incOIIle as inc.wred. 

45 

.. 
. . . . 9 ~ 

. I I 

G-1 EPA0020168 



r 
: t. 

\.< 

c;_u· flliU'OilATIO~ ASIJ COSSOI.UHTI~I> St:BSIDIARJES 

:'\OH:S TO CO!\SIIUI>.\TUJ ti~A!\CI.\1. !\iTATI:\1[!\TS- (C'<mtinurd! 

Sole I. Summar~· of Si~tnillunt .\N"(IUIItinl( rolicirs- {Continuo-d) 

Rrtlnmwnt l'lam - 111r Cornp.my aml ih >uhsidiarit'i h.,.,. ~''"'Tal retiremt'llt pl.m~ l-on-ri.u~; 
~uh>tantiallr :Ill nnplu~·'""· 'flt~• C.m1p~ny's puliq· h h• fuml •lmuunh t'<p.JIIn pr·mion rost~ ;lr<'ml'd 
.trnl, fur plans with prior ~t'n'i(t' m1h, In Jmmlizc >tKh Ul\h o1·rr period! not to <'\l~<'<l forty p.-an. 

l:omilli!$JII'r Slwrr -· l'rirnarr •·arnh1~' pt•r wmnH•n ~lur.· art• romputt'li hr di\'idin:; llt.'t inmmt•. 
!t~s prt.ft•m::d ''O<'k .th·Jdrnd reo1niu·m••nh, hy tht• wl'ijthh'li an rage nnmher Hf shares of (1lllltllOII ~lock 
oubt;mdiug duril11; tilt' )'t'JI'. Tilt' mmpulalion .1-.lllllt"S lht• t•xt-rd,,• of outstanding stock options In the 
t'\tcnt they !Itt' di!nti\'e. 

Fully tli!uh-tl t·amin::' t••·r nnnmon ~t..u~· arc t11lllputt'!i on the assumption ( whrrc the effect 
th.,n•uf would he tlilntiw) that cnu\t•rtihlt~ \t"tmitic~ uuhtauJiu:: had bcm l'OIJ\Uh'tl into ~lwres 
of mnunon ~ltd ... o\ppropriate .ulju~tnU"nts fur tlivid,·utls ou prdcrrt~l ~lock and iuh"re•l on \'<111\'Crtiblc 
mlh's (uct of inwmc tal died) .ue nude tu t•aruing\ upplicahlc to common stud; fur a•··u•rH'Ii 11111· 
wr,ions. '11u: t~>mput.llion 11l~o amuucs tire cxerC'i~c of all dilutin• stock optiun.s. 

Note 2. 

1'he COJI5oUdated balance ,beet inclulh$ tlttl follo\dog DD1011nls with respect to foreign whsidiaries 
(all of which are wholly-owned): 

lltcemhrr 31, 

Clunat auell ... ·· ......... " ........... ~, ........... · 

. Otlru Uldl ..... • ....................... · ....... '·" • 

Total ~Jab ............... :~· ..................... . 
Cwrti.t llabllitle. ................................. . 
Othrr llabilltlet .............. ' ...... ; ............. . 
T~lliabilltles ....................... , ..•... , .... . 
Net U1C11 ...... : ; .................... :, ........ .. 

. The consolidated statement of Income illcludes the following amouirts with respect to foreign 
subsidiaries: · · · · · 

Net ala ........................................... , 
lac:ome w .... estnordlnuy ltema ............... 
EIIJaonliuary . mdlls .. ~.- .. ~- ........ ~ ........ 
Net loColme •• ·~ •.••••• ~ ••• ~ .• * .••• ~ .............. 

y., eaded Deeembei- 31, 
. .!!!! . 1874° 1873" 1971 !!!! 

-Do!Wt~-.-

8135,9J $1!9,172 $1011,414 . $78,8«9 $8«,384 ====: = = $ S,WI • &,fAll • 8,190 '!,578 '3,128 

• 5.248 ==== $ 5,fAI1 ~· ! . 8,190 
~ 

• 2,578 '4,279 

• Restated:_ See Note B to ~Udated Statement of Income. 

,..>; 

' r ; 
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GAF CORPORATION AND CONSOIITJA·~'ED StmSIDJAR[f.S, 

NOTI!S TO CONSOLIDATED FINANCIAL ST-''I'EMENlS- (Contin»cdi 

Note 3. Acquisitions 

Jn March 1971, the C~mpany ncqnircd r.crtain ph•Jtofinishi.~.g I~lants and t~a husiues> and assets 
relating thereto f~r a net cash purchase price of approximately $J5,200,00v. The results of operations 
of the acquired business, which Jid not significantly 11!fed t;Jmolidatc<l revenues or net inc:ome 
for 1971, have been included in the cnusolidated flnunci~i statements from the date of acquisit!oil. 

In 1972, the Company cO!Hpletcd stll'lics (including indepllndent appraisals) +o detenni<!c :.he 
fair value of certain assets includecl in the 1971 nc•Juisition and recorded at .that lime at tent3th·e 
\!liur.s. As a result of these st1~<lies c~rtain reallocations, 'which did not have a signifiLaJot efiect on the 

; · .~onsoHdated financial statements, of these tenrr.tivc values were made. 

The Company's ownership of an Australian subsidiary, GAF (Austraiasia) Pty. Limited (formerly 

-r; 

-. -. -. -----,-. · --.-.. ~--:-c-;c:~· ·'· Tc_· --- •• ""COillolidntcd .. Reprographics;·Ltdc);-was;ncreascd •t:rl00o/irat·Decembe1· · 31,- 1972 .. through- cash-.pur-·--~ -- i--·--~~-

\:\·L~\. '• ''\:·,:,-g). ;, _ . · ,_.;:>hnscs of this stlbsidiary'5,shares of capital stock from mi~ority stockholders amounting to approx- I · 

'I·: 

./. 
)!. 

·\.J ~ \/·imately $156,000 in 1972 arid $1,479,000 in 1971. j 

i : ·;:>:' , Note .t Property, Plant and F.quipment 

l' ·· ... 
'· ' 

(; 

The ranges of annual depreciation rat\15 generally were as follows: 

I.u.~ intprovements ........•.................. , .... . 

Bulldings ami building equipment ...................... . 

Machiitery llild equipDient ........................... . 

Note S. lDcome :.Taxes 

2 %-10'1' 

1'n~10% 

3 %-40% 

·, -~ro~lsion hns''not been made for ~he United States income taxes on.· ~nremitted eariungs of 
foreign subsidiaries .of $34,987,000, sinC!'·imy·withholding ·taxes· .. and United ·states income taxes 
pti";abl~ on dividP•_ith based·on undistribUted. eamings .. ,Viluld be substantially offset by foreign tax 
cr{~ts or becnw;e ll!e rcmittai1cc of sucii.enrnings h~- been indefinitely postponed. United Stutes 
income taxes have net been provided on the unremitt~d.~nrnings of the Domestic International Sales 

·· Corporation.subsidiary, aggregating $7,758,000 through Decemhl'.r 31; 1975, since the Company intends 
to po1tpone indefinitely the ren1ittance of such earnings .. : 

The prbdpaL.~~ ~f Unit~ States deferred t:i.xes are: 

•,' ':. :·, 

Excess of tix clopnlc;atlon .. over .;...,,mt repc;rted)" .Consolidated 
Statement of ln''llme ................... ; .... :. :; ......... . 

Gain on reaai,~isitiom of 5% convort.ib!c notes · , ... :: ........ , .••• , 

F..reign exchange transactiovs (Note B) ... : .. : ·: ............. . 

Office relocation expenses ..•.••.••.... · ...... : • ' •••••• ~. ~- ... 0 : 

Other - net .... :· .................... .. . . 
.-........... . 

1975 
Dollan in Thousouds 

$2,614 

(730) 

87 
___!)2g 
$2,923 

$2,297 
2,714 

(2,497) 
(1,352) 
(1,917) 
$(755) 
= 

i 
! ' 

I 
I , . 
! 
I·· 
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CAF CORPORATION AND CONSOLIDATED SUBSIDIARillS 

NCITES TO CONSOLIDATED FINANCIAL STATEMENTS- (Continued) 

Note 5, Incom2 Taxes- (Continued) 

The effective la.l rates were 33.5% and 42.4% in 1975 and 1974, respectively. The reasons for the 
differences from the statutory rate of 48.0% are as follows: 

% oll'retax Income . 
1975 1974 

Statutory rate ........... _ ................................ .. 48.0% 48.0 "! 
Increases (decreases) in taxes resulting from: 

Gain on sale of technology and know-how . . . . . . . . . . . . . . . . . . ( 8.6) 
United States Investment tru< credit . .. . . .. . .. .. . . . . .. .. .. .. (7.5) (4.1) 
State and local income taxes, net ol United States income tru< 

bene&t .... - .. .. .. . .. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. 2.2 2.3 
Domestic International Sales Corporation- DISC . . . . . . . . . . . (2.9) (1.8) 
Other-net........................................... 2.3 _____________ __(2.0) 

Effecilve't&x-rate:-~:·:·::·.·.--::-:-:-.-:-:-:-~:-.~-:-:-:-:-::;:~::-::~-~"33.5%-- _42.4 % . ·= 

Note 6. Debt and Dividend Restrictions 

Long-term debt at December 31, 1975 and 1974 was as fOllows: 

6\i% Swiss Franc Note due October-!, 1976 .................... . 
Promis<ory Notes, payable to bimcs, due May 15, 1980 .•....•••• , : 

_ Promissory NotcsPpayable to banks, due D~ber 31, 1981 ..... , . -_ 
5\i% Converti~ Subordinated Notes due April I, 1983 with annual 
. repayments ol $200,000 on each Af.'U 1 tfuoush 1982 and the hal· 
· ance ol $1,800,!100 payable April , 1983 ........ , .•• , • , .•.... 

5% Convertible Subordinated Notes due April 1, 1994. With annual 
repayments beginni~g April I, 1990 ............. , .... ;,; .... .. 
~% Sluldug Fund Debentures due December I, 1991 with annual 

siDkfDii-IUDd payments o! $2,500,000 on each December I, le'ss 
$2,869,000 aDd $1,653,000 in treasury in 1975 and 1974, 
respectively :- .. -; .-.' .......................... ·-·.' ... -... .. 

Other notes, which bear interest at 3'1'" tO ~ end mature at various 
dates to 1986 ............. ; . ;, ............ ;; ............ ;. 

ToiaJ ............ ; .. , ..... .-: ................ ~· ............ .. 
' Less- portion due within one year ............. -.. ;· ............. . 
· Long-tenn ru;bt, less curreot portion ......... , ............... .. 

1975 1974 
DoDars iD,TiuiuSinrls 

$ 19,085 $ I9,aSO 
24,000 24,000 
48,000 61}.000 

3,200 3,400 

. 8,2oo 8,200 

.37,13I 40,847 

27,235 30,319 
I66,851- I88,416 
27,683 ~' 

$139,168' $I81,173 
= 

The promissory notes due in 1980 bear intere;;t at 122% ol the prime commercial lending rate 
through May 15, 1978 and 128% of such rate thereafter. Outstanding borrowings at December' 31, 1975 
are repayable in quarterly installments commencing In 1976. 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS- (Continued) 

Note 6. Debt and Dividend Restrictions - (Continued) 

The promissory notes due in 1981 bear interest at 115% of the prime commercial lending rate. 

Octstanding borrowings at December 31, 1976 are repayable in quarterly installments commencing 

in 1978. Pursuant to arrangements in connection with these notes, a compensating balance nf 10% 

( $4,800,000 ·~t. December 31, 1975) of the outstanding debt is to be maintained. 

The 5¥.!% convertible subordinated notes are convertible into shares of common stock, nt any time 

prior to April 2, 1976, at a conversion price of $28.72 per share (subject to anti-dilution adjustments 

in specified circumstances). 

The 5% convertible subordinated notes arc convertible into shares of commnn stock, at any time, 

at a conversion price of $27.50 per share (subject to anti-dilution adju~tments in specified circum­

stances). 

The total amount of long-term debt maturing in 1977 is $10,179,000, in 1<;78, $23,389,000, in 1979, 

$23,399,000, and in 1980, $19,178,000. The 5%% Sinking Fund Debenturt'> held in treasury may be 

/r 

..·.: . 

used to reduce the amount of the annual sinking fund payments. None of t!le long-term debt is pledged, ;' 

--beld by-or ·for-the-aecount ·of-the-Company,-or .. held- in- sinking.or.other--spcciaLfunds,_ except_ for. ______ .. ,:;:._._~-~--~--

'$2,869,000 and $1,65:),000 of the 5%% Sinking Fund Debentures beld in treasury nt December 31, ~ ·. 

1975 and December 31, 1974, respectively. . . · · · .J \ 

At December 31, 1975, th11 Conipany had domestic lines of credit aggregating $52,500,000 with , 

interest generally at tl1e prime commercial lending rate. Pursuant to certain of the domestic arrange- ~ 

ments under which lines of credit were established, compensating balances are generally r"quired to ~ 

equal 20% of the outstanding borrowings and 10% of the unused portion of the lin~!. of credit. At IJ 

Decembl~r 31, 1975, there were no borrowings in connection with the lines of credit nnd compensating · .. 

balances amounted to approximately $4,250,000. 
. . 

Dividends are restricted under provisions of certain loan agreements. Under the most restrictive 

of these pro1~sions, stockholders' equity cannot be Wduced below $348,214,000. Stockholders' equity 

at December 31,1975 was ;$379,031,QOO. · · j 
Short-term debt at December 31, 1975 was $21,754,000 as compared \Vith an average of $36,177,000 

for the y~ar 1975; the maximum amount of sucb borrowings outstmiding at any month-end during I 
1975 was $53,808,000. The average interest rate on the year-end ~alance was 8.0% !lS compared \Vith f · 
an average of 8.3%-for th~full year. . 

Note 7. Capital Stock 

The $1.20 converb"lllc preferred Stock, dividends on which are cumUlative, is convertible at;any 

time into cinnmori stock at the rate (subject to anti-dilution adjustments in certain cireumstances) of 

·I 'tt. shares of common stock for each share of preferred. Tbe Company may redeem the preferred stock 

at specilledprices ranging from $28.50 per share through May 31, 1976 to.$27.50'pei'.share after May. 

31, 1977 (subject to anti-tlilution adjustments in specified circumstances). 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

NOTF.S TO CONSOUDATED FINANCIAL STATE~IENTS-(Continued) 

Note 7. Capital Stock- (Continued) 
The volunt:ot')' or in••olunwy liquidation value of the 3,029,306 outstanding shares ( 3,105,706 

shares issued less 76,400 shares held in treasury) of $1.20 convertible preferred stock at December 31, 
1975, aggregating $83,306,000, exceeds the assigned value by $26.25 per share, or a total of $79,519,000. 
In the opinion of cou\lscl for the Company, retained eamings are not restricted as to payment of divi­
dends on common stock by reason of the liquidation preferences of the $1.20 convertible preferred 
stock. 

The number of shares of the Company's capital stock reserved for issuance at December 31, 1975 
and 1974 were as follows: 

$1.20 Con,·crtiblc l'rclerrcd Stock: 
Reserved for payment of deferred stock awards under an lncenlii'O com-

pcn.ation plan assumed by the Company ....................... . 921 
Common Stock: 

Rcscrv~d for conversion of $1.20 Convertible Preferred Stock, inrluding 
1,151 and 1,81)5 shares, respectively, for deferred stock awards ..... . 3,787,784 3,788,159 

Rcser\'cd for exercise of stock opUons 1,112,500 509,750 
Hcscrrcd for conwrsion of 5~% Convcrlibl'l Subordinated Notes ..... . Jll,420 IJS,384 
Reserved for conversion of 5% Cvnvertlb1c Subordinated Notes ..... . 298,182 298,182 
Reserved for sale under the Stock Purchase Plan ................... . 3!1,200 397,200 

-·----- ·Total .--.- ,-,-cc:··; ,,-,~-co-c;-·,··.~-,-, .c· ;·:·;-;-;-.... -;-::,.-.-·:· :· ;-;--;-:-: ·; :· :·;-;--.-; . ---s;62l;osa-·,.·--s,IU;875- ·- --··- ··-· -1'~-----·--------··· 
= = 

None of the shares outstanding is hel~\y or for the account of the issuer thereof and no shares, J, 
other than stated above, are reserved for officers and employees or for options, warrants, conversions, 
or other rights. . I · 
Note 8. Stock Option and Stock Piirchase Plans 

The 1975 Stock Option Plan (the "1975 Plan"} ·authorizes the grant of qualified and non-quBlilied 
stock opiions for 800,000 shares to key eniployecs during n ten-year period ending February 11, 1985. 
The prices at which options mny be granted may not be less than 100% 'of the fair market value of the 
shares on the dates the options arc gr:mted, '1 

Subsequent ~o approval of the 1975}'1an by the holders of app;~ximately 80% of tlie sto.~k voting 
at the 1975 Atinual Meeting of Stockholders (approximately 48.5% of the outstanding shares of voting 
stock}, the Interrial Revenue Service issued a ruling with retroactive application requiring approWl by 
more than 50% of the outstanding voting stock for the 1975 Plan to be treated as a "qualilled" pl~n. 
Accordingly, the 1975 Plan is being resubmitted to stockholders at the 1976 Annual Mcetin!J for 
approval as a: qualified and non'qualified stock option plan in nccordance with the requirements of 
the Intemal Revenue Service and for approval as a non-qualified plan only. No opliou., !J,,vc .. ccn 
granted under the 1975 Plan, and none will be granted unless the 1975 Plan is approvccl by the 
stockholderS at the 1976 Annual Meeting. 

The Company's 1965 Qualified Stack Option Plan (the "1965 Plan") expired on M;1rch 31, 1975. 
Under the provisions of !he 1965 Plan, options to purchase shares of common stock ,. " granted to 
key employees during a ten-year period. No. further options may be granted under thr : · il).) Plan. The 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOliDATED FINANCIAL STATEMENTS- (Continued) 

Note 8. Stock Option and Stock Purchase Pions- (Continued) 

prices at which options were granted were not less than 100% of the fair market value of the shares 
on the dates the optior.s were granted. The options arc exercisable after a one-year waiting period and 
terminate five years from date of grant. 

Options outstanding by year of grant at December 31, 1975 and 1974 were as follows: 

1975 1974 

Year of Option Price Ntonber o£ Total Number of Total 

~ Per Share -~ Option Price Shares Option Price 

1970 .... $10.1875-11.000 8,300 $ 86,000 

Jg72 .... 20.875 37,500 783,000 41,500 860,000 

1973 ...... 12.687 68,500 869,000 74,250 942,000 

1974 .... 9.500 46,000 437,000 54,000 513,000 

1975 .... 9.69 160,500 1.555,000 
312,500 $3,644,000 178,050 $2,407,000 
= 

At December 31, 1975 nnd 197-t there were 800,000 nnd 331,700 shares, respectively, of common 
-~-~~--~~--- ·-~---~- _______ stockreserved forJhe granting of_a<ld_ltional_!!]!t_iO!lS· __ _ 

' .. ~ · •.. 

...... ~ · .. 

~-' ~ ·. 
~-- .~'. ... :-' 

Common Stock options became exercisable as follows: 

Year Numbero( Option Price 

~ ~ ~ Total 

1971 ................ 31,000 $10.1875-11.000 $ 319,000 

1972 ................ 
1973 ···········•'•••• 68,000 20.875 -23.375 1,445,000 

1974 ................ 74,2$0 12.687 1142,000 

1975 ................ 54,000 9.50 513,000 

ccimmon stock options exercised were as follows:- · 

Option Price Year 
Ended 

Dooember 31, 
Numbero( 

Shares Per Sbarc Total 

1il7! 
1972 
1973 
1974 
1975 

•••••• ~ •••••• 0 •• 

... "' ..... : .... ;--·· 

3,700 
57,750 
1,000 

$10.1875-17.313 
10.1875-2$.375. 

10.1875 

$ 45,000 
997,000 
10,000 

-· 
' 

Market Price on Dale 
Fin! Exercisable 

Per Sballl Toto) 

$19.687-19.937 $ 611,000 

10.937-ll.562 750,000 
8.887··. 645,000 

10.12$ 547,000 

Market Price on 
Date Exercised 

$19.75 -24.625 
' 2l.l25-27.00 

14.Bli-2l.I875 

$ 80,000 
. 1,434,0()0 

18,000 

O~tions for 152,000 ;i•uu 124,050 shares of co~on stock, 'havi~~un aggregate optlon ptice of 
$2,089,000 and $1,894,ooo;'::~spcc~\'ely, were exercisable at December 31; 1975 nnd 1974, respectively. 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

NOTES TO CONSOUDATEil FINANCIAL STATEMENTS- (Coalinued) 

Note 8. Stock Option and Stock Purchase Plans- (Continued) 

$1.20 Convertible Preferred Stork options e~ercised were as follows: 

Year 
Ended 
~1. 

1971 

197! 

1973 

1974 

1975 

Number of 
~ 

7,840 

2,815 

Option Price 
~ Total 

$13.500-18.375 

13.500-17.750 

140,000 

42,000 

1\-farket Price on 
Date Exercised 

$21.000-30.750 

28.125-3.2.000 
176,000 

86,000 

Tbe proceed~ from stock options exe,dscd were credited to the preferred and common stock 
accounts in the amount of the assigned or par values of the respective shf.iCS issued, and the excess 
was credited to additional paid-in capital. -

Under the provisions of the Company's 1969 restricted and unrestricted stock purcho•e plan, 
650,000 shares of common stock may be sold to key employees. The stock purchase plan as originally 

. -adoptcd.providcd.that.rcstricted .and. unrcstricted..shares.may-be so!d.at.prices. wbicb.arc not-less. than __ ---- .. -•---~-------
20% and 80%, respectively, of the closing market price preceding the date on which an employee is i - -
designated as one to whom shares may be offered for sale. The minimum purchase price of restricted ~-
shares under the stock purchase plan was raised frorn 20% to 50% of such market price in accordance 
\vith a court-approved settlement terminating certain stockholders' derivative litigation. The excess of ,! 
quoted market value over the aggregate sales price for restricted shares sold is being amortized by 
cbiu-ges to income over the restriction period. The unamorti7.ed' balanCe to bC nmortizcd through 1984 j 
amounted to $1,150,000 and $1,316,000 at Deecmber 31, 1975 and 1974, respectively. Under certain 
condition!; the Company has the right to rcpul-cbase restricted shares of common stock nt the original 
selling price. These repurchased shares are beld in treasury. ' 

Note 9. Retirement l'lans 

The following is a 5\lmmary of pension costs: 

._Year 

1975 

1974 
1973 
1972 
1971 

·. . :.· . .. . .. .. · ....... · ....................... · .......... · .... . 
• :: •• 0 •••••• • •••••••••••••••• ~ •••• • •••• ~ ••••••••••• ~ •• 

• • • • • • 0 ••• •• ~ •••••• '· •••••• ~ -~ • 0 • 0 : ••• ' ...... : • 0 • ,. 0 •••• 

.. : .... ····· .... ....... :_.· ...... ................. \ .. 
' ,. ·.. . ~ . '· ' ............ ~- ' . ' . ·, ...................... --~: .. _· ....... . 

52 
·· ..... 

-·· 
,'/._ 

-,- Amouut 

$11,797,000 

9,282,000 

-!!.777,000 
. 5,961,000 

' ' 5,539;ooO 

. 
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES 

XOTES TO COSSOI.IDATED FISANClAl. STATEMENTS- (Continued) 

Note 9. Retirement Plans- (Continued) 

Th.J actuarially computed value 0f vested benefits exceeded the total of pension funds and at'Cmt~d 
liabilities for pension costs by $53,200,000 at December 31, 19i5. The estimated unfunded prior service 
cost at December 31, 197:5 was $58,800,000. The Company does not anticipate any significant increase 
in the required contributions to the pension funds as a result of the 1974 pension reform act. How· 
ever, under the act, the Company is liable in tbe event of termination of plans for any guaranteed 
benefits (as defined by the act) in excess of the plans' net assets, lim!ted to 30% of the Company's net 
worth at the time of tennination. Such liability for guaranteed benefits at Dtocembcr 31, 1975 is not 
readily determinable, but would be less th1n the unfunded vested benefits at that date. Following the 
general increase in security prices during 1975, the market value of the funds increased substantially. 

Note 10. Eucutive Incentive Compensation 

The Company has an Executive Incentive Compensation l'lan that provides for bonuses to ker 
executives of the Company based on consolidated net income (as defined). The prmision for such 
honust.'S was as follows: 

Year Amowrt 

_,~~- ----- - -1975------ ~ -~ ~--:-~:-:~:::-:-:.~:.-:--:-.:.--:-.: .:.-:-:~~:-:~. --ll-;599,1100-- -------r--,---
1974 

1973 

1972 

1971 

··················.································· 

Note 11,, Supplementary Income Statement Infonnation 

2,273,000 

1,754,000 

1,624,000 

1,9115,000 

1 

I 

. The following ''lblP. summarizes supplementary income statement infonnation for the five years 
ended December 31, 1975. I_ 

Mulntcnanet) nnd repa!u ............. , _. ..... . 
Dcprec!allfm of property, plant and equipment · ..... , 
'l'axes, other .than ta,~. ""~oome: . · -

Socii! Seamty and unemployment ........... , 
Othor .. . . ................ ~-. ·; . ·. : . -. . .. ....... -.-

Rent ......... .. 

. 8-!1,704 
25,021) 

16,550 
7,977 

14,607 

53 

Charged to Cu•li aod E.l.poDScs 
For the Year Ended December 31, 

1974 . 1973 1972 
-. Dullan ill ~aoUSIInds--

$41,344 . $36,0i9 . $34,059 
24,212 lia,l!~ : 25,400 

15,388 14,521 12,475 
.7.738 7,:130 7,i73 

14,532 14,09.1. - _13,283 

$33,823 

24,550 

·g,J8s 
6,650 ... 

. 12.022 
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GAF COUFORATION AND CONSOLIDATED SUBSIDIARIES 

:\OTES TO <:t1NSOLJDATED FISANCIAI. STATEMENTS- (Continutd) 

Note 11. Supplementary Income Statement In£onnntion- (Continued) 

Approximately 40% of rent ex11ensc is applicable to noncapitalizcd financing leases (as defined 
by the Securities and Exchange Commission). If the assets associated with such leases had been capital· 
ized, the effect on net income would not have been signific:mt in either 1975 or 1974. However, in such 
event, the expense presently recorded as rent would be comprised of two different elements {i.e. amorti· 
zation of leaseholds and imputed interest). The amortization would represent the major portion of 
this expense. 

Note 12. Commitments and Contingent Liabilities 

The Company is obligated under various long-tenn, noncancelable leases at December 31, 1975 
as follows: 

l.andand 
Laad 

Improvements 

Mioimum Rental by Period 
Bulldln~s and Afad!.loery 

Bnildillll and 
EQuipment Equipment 

Dollars in Tholllllllds 
1976 .. . . . . . . . . .. . .. .. .. .. . .. . .. . .. . .. . $ 36 $ 4,534 $4,569 $ 9,139 
1977 . . . . . .. . .. .. .. . . . .. . . . . . . . .. .. .. . . 32 4,287 1,904 6,283 

~: ::: .~~~~:: :·: :·:~~::: :-::.: :~:~:::~: ~~~ ---- . -----;~~---~~-1-:: ~ --·---::: ~---~~ 
1980 ............. ·.. .. .. .. .. . .. . .. .. .. • 37 3,356 344 3,737 
1981-1985 . .. • .. .. .. .. .. .. . .. . .. .. .. .. • 183 . 16,589 4rrt 11,179 
1986-1990 ... ; .. .. .. .. . . . . .. . .. .. .. .. • • 154 11,115 196 11,465' 
1991-1995' .................. ~ . . . . .. . . • . 5 8,275 8,280 
Beyond 1995 . .. . .. .. .. . . . .. . . . .. .. • . .. . 10 3,3119 3,399 

The above amounts are for existing leases a.nd do not represent a forecast of future expenses. 

Approximately 60% of all rental commitments are applicable to noncapltalized, &nancing leases. 
The present value of commitments applicable to these leases is less thin five percent ·of the sum· of 
long-term debt, stoclcholdcrs' equity nnd the present value of such leases. 

The Compa.ny had commitments of appri>Iimately $12,565,000 at December 31, 1975 for the 
acquisition of property, plant and equipment. 

At December 31, 1975, there were certain lawsuits and claims pending against the Company. In 
the opinion of management, the ultimate diSposition of these matters Will not materially affect the 
Compa.ny's consolidated llnimcml po~ition. , . 

. '·-
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